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EXECUTIVE SUMMARY 
EPCOR WATER ARIZONA, INC. 

DOCKET NO. WS-O1303A-14-0010 

EPCOR Water Arizona Inc. (“EWAZ” or “Company”) is an Arizona “C” Corporation.’ 
EPCOR is a for profit, certificated Arizona public service corporation that provides water and 
wastewater utility service to various communities throughout the State of Arizona. On March I O ,  
2014, the Company filed an application for a permanent rate increase for its Mohave Water 
District, Paradise Valley Water District, Sun City Water District, Tubac Water District and Mohave 
Wastewater District. EWAZ’s corporate business office is located at 2355 W. Pinnacle Peak Road, 
Suite 300 Phoenix, Arizona 85027. 

The Company utilized a test year ended June 30,2013. 

The Company filed revised schedules for all of its districts on October 14, 201 4. 

The Company served the approximate number of customers in the following districts 
during the test year ended June 30, 2013:2 

Mohave Water District - 16,067 
Paradise Valley Water District - 4,862 
Sun City Water District - 23,004 
Tubac Water District - 596 
Mohave Wastewater - 1,448 

The Company’s current rates were approved for each district in the following Commission 
Decisions: 

Mohave Water District - Decision No. 73145, dated May I, 2012 (Docket No. W-01303A- 

Paradise Valley Water District - Decision No. 71410, dated December 8, 2009 (Docket 

Sun City Water District - Decision No. 72047, dated January 6, 2011 (Docket No. W- 

Tubac Water District - Decision No. 71410, dated December 8, 2009 (Docket No. SW- 

Mohave Wastewater - Decision No. 71410, dated December 8, 2009 (Docket No. SW- 

10-0448) 

NO. SW-01303A-08-0227) 

01 303A-09-0343) 

01 303A-08-0227) 

01 303A-08-0227) 

The Company filed revised rate schedules on October 14, 2014. 

On February 1, 2012, EPCOR Water (USA) Inc. acquired all of Arizona American Water Company’s 
Districts in Arizona and in New Mexico. 
2 Based on the Company’s H-2 Schedule. 



Rate Application: 

Mohave Water District 

The Company-proposed rates, as filed, produce total operating revenue of $8,327,207, an 
increase of $1,972,914 or 31.05 percent, over adjusted test year revenue of $6,354,293. The 
Company-proposed revenue will provide operating income of $1,614,211 and a 6.87 percent rate 
of return on its proposed $23,496,514 fair value rate base (“FVRB) which is its original cost rate 
base (“OCRB”). 

The Residential Utility Consumer Office (“RUCO”) recommends rates that produce total 
operating revenue of $6,725,901 an increase of $270,426 or 4.19 percent, from the RUCO- 
adjusted test year revenue of $6,455,475. RUCO’s recommended revenue will provide operating 
income of $984,707 and a 6.09 percent return on the $16,169,248 RUCO-adjusted FVRB and 
OCRB. 

Paradise Valley Water District 

The Company-proposed rates, as filed, produce total operating revenue of $1 0,489,588, 
an increase of $841,337 or 8.72 percent, over adjusted test year revenue of $9,648,251. The 
Company-proposed revenue will provide operating income of $2,705,436 and a 6.87 percent rate 
of return on its proposed $39,380,442 FVRB which is its OCRB. 

RUCO recommends rates that produce total operating revenue of $9,166,851 a decrease 
of $630,585 or negative 6.44 percent, from the RUCO-adjusted test year revenue of $9,797,436. 
RUCO’s recommended revenue will provide operating income of $2,161,740 and a 6.09 percent 
return on the $35,496,554 RUCO-adjusted FVRB and OCRB. 

Sun City Water District 

The Company-proposed rates, as filed, produce total operating revenue of $1 1,871,945, 
an increase of $1,606,392 or 15.65 percent, over adjusted test year revenue of $10,265,553. The 
Company-proposed revenue will provide operating income of $1,814,318 and a 6.87 percent rate 
of return on its proposed $26,409,285 FVRB which is its OCRB. 

RUCO recommends rates that produce total operating revenue of $1 0,495,284 a decrease 
of negative $3,514 or 0.03 percent, from the RUCO-adjusted test year revenue of $10,498,798. 
RUCO’s recommended revenue will provide operating income of $1,385,109 and a 6.09 percent 
return on the $22,743,995 RUCO-adjusted FVRB and OCRB. 

Tubac Water District 

The Company-proposed rates, as filed, produce total operating revenue of $981,067, an 
increase of $401,874 or 69.38 percent, over adjusted test year revenue of $579,194. The 
Company-proposed revenue will provide operating income of $1 10,454 and a 6.87 percent rate 
of return on its proposed $1,607,775 FVRB which is its OCRB. 

RUCO recommends rates that produce total operating revenue of $770,633 an increase 
of $233,244 or 43.40 percent, from the RUCO-adjusted test year revenue of $537,388. RUCO’s 
recommended revenue will provide operating income of $89,885 and a 6.09 percent return on the 
$1,475,945 RUCO-adjusted FVRB and OCRB. 



Mohave Was t e wa t er District 

The Company-proposed rates, as filed, produce total operating revenue of $1,509,477, an 
increase of $453,638 or 42.96 percent, over adjusted test year revenue of $1,055,839. The 
Company-proposed revenue will provide operating income of $364,459 and a 6.87 percent rate 
of return on its proposed $5,305,082 fair value rate base (“FVRB”) which is its original cost rate 
base (“OCRB”). 

RUCO recommends rates that produce total operating revenue of $1,310,557 an increase 
of $254,718 or 24.12 percent, from the RUCO-adjusted test year revenue of $1,055,839. RUCO’s 
recommended revenue will provide operating income of $273,730 and a 6.09 percent return on 
the $4,494,753 RUCO-adjusted FVRB and OCRB. 

Declininq Usaqe: 
If the Commission is inclined to approve a declining usage adjustment, RUCO 

recommends the Company file an annual report by March 30th of each year in this docket showing 
the increaseldecrease in water usage for each customer class and meter size using a calendar 
year starting with the 2014 information. 

In addition, RUCO recommends that the Company should file a Plan of Administration to 
explain how customers will be refunded if there is an increase in customer usage in future years. 

Other Items: 

Power Cost Adjustment Mechanism (“PCAM”): 

criteria laid-out by the Commission. 
RUCO recommends denial of the PCAM. Based on not meeting adjustor mechanism 

Affordable Care Surcharae Mechanism (“RCSM”): 

Company. 
RUCO recommends denial of the RCSM. Based on lack of information provided by the 

Low Income Proqram: 
RUCO recommends the establishment of a low income program. 

RUCO also recommends that the Company file a plan of administration that addresses 
how the low income program will operate in this docket, and provide an example(s) how the 
Company intends to fund the low income program (e.g. through a high block usage surcharge). 

Plant additions and Deletions: 

districts) plant schedules that include plant additions, retirements, and accumulated 
depreciation balances by year and by plant account number that reconcile to the prior 
Commission decision. 

RUCO recommends that EPCOR include in all future rate case applications (for all 

RUCO recommends EPCOR file an accounting action plan that will correct its lack of 
internal controls over its plant schedules and records, within 90 days of a decision in this docket. 
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1. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

INTRODUCTION 

Please state your name, occupation, and business address. 

My name is Jeffrey M. Michlik. I am a Public Utilities Analyst V employed by the 

Arizona Residential Utility Consumer Office (“RUCO”). My business address is 

11 10 West Washington Street, Suite 220, Phoenix, Arizona 85007. 

Briefly describe your responsibilities as a Public Utilities Analyst V. 

In my capacity as a Public Utilities Analyst V, I analyze and examine accounting, 

financial, statistical and other information and prepare reports based on my 

analyses that present RUCO’s recommendations to the Arizona Corporation 

Commission (“Commission”) on utility revenue requirements, rate design and other 

matters. I also provide expert testimony on these same issues. 

Please describe your educational background and professional experience. 

In 2000, I graduated from Idaho State University, receiving a Bachelor of Business 

Administration Degree in Accounting and Finance, and I am a Certified Public 

Accountant with the Arizona State Board of Accountancy. I have attended the 

National Association of Regulatory Utility Commissioners’ (“NARUC”) Utility Rate 

School, which presents general regulatory and business issues. I have also 

attended various other NARUC sponsored events. 

I joined RUCO as a Public Utilities Analyst V in September of 2013. Prior to my 

employment with RUCO, I worked for the Arizona Corporation Commission in the 
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Utilities Division as a Public Utilities Analyst for a little over seven years. Prior to 

employment with the Commission, I worked one year in public accounting as a 

Senior Auditor, and four years for the Arizona Office of the Auditor General as a 

Staff Auditor. 

Q. 

A. 

Q. 

A. 

What is the scope of your testimony in this case? 

I am presenting RUCO’s analysis and recommendations regarding the revenue 

requirement for EPCOR Water Arizona Inc.’s (“Company” or “EWAZ”) application 

for a permanent rate increase for five of its districts. I am also presenting testimony 

and schedules addressing operating revenues and expenses, and rate design. Mr. 

Ralph Smith is addressing corporate expense allocations. Mr. Timothy Coley is 

addressing rate base. Mr. Frank Radigan is addressing post-test year plant, and 

Mr. Robert B. Mease is addressing cost of capital, and the System Improvement 

B en e f i t (‘IS I B ” ) Me c h a n ism . 

What necessitated RUCO’s hiring of an engineer in this case? 

For years RUCO has relied on Staffs engineering expertise in the areas of water 

testing, used and useful plant determination, and plant overcapacity issues in rate 

cases. However, in the Chaparral City Water Company case,3 Staffs engineer 

made no used and useful determination of post-test year plant that was placed into 

service after the first 6 months of the test-year. In defense, Staff suggested RUCO 

could hire its own engineer. So RUCO took Staffs suggestion, and hired an 

Chaparral City Water Company is a sister company to EWAZ, and both companies are ultimately owned 
by EPCOR, Inc. 
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engineer in this case, in order to protect ratepayers. RUCO feels it is too important 

not to look at post-test year plant, and make used and useful and other engineering 

determinations on plant at any time; but especially in this case where the Company 

has filed rate cases for five of its districts. In this case the Company has asked for 

$1 5,318,135 in post-test year plant additions. 

Q. 

A. 

Q. 

A. 

What necessitated RUCO’s hiring of a consultant to examine corporate 

allocation expenses in this case? 

During the Chaparral case, RUCO uncovered invoices for Edmonton Oiler tickets, 

parties, and other corporate events that EPCOR was trying to pass down to 

ratepayers through its corporate allocations. RUCO deemed it necessary to hire a 

consultant to take a closer look at the corporate allocations that the Company was 

trying to pass down to ratepayers. Further it has always been the water industries 

contention that these shared service models provide ratepayers better service at a 

reduced cost than on a stand-alone basis. 

What is the basis of your testimony in this case? 

I performed a regulatory audit of the Company’s application and records. The 

regulatory audit consisted of examining and testing financial information, 

accounting records, and other supporting documentation and verifying that the 

accounting principles applied were in accordance with the Commission-adopted 

NARUC Uniform System of Accounts (“USOA). 
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Q. 

A. 

I I .  

Q. 

A. 

How is your testimony organized? 

My testimony is presented in six sections. Section I is this introduction. Section II 

provides a background of the Company. Section Ill is a summary of the Company’s 

filing and RUCO’s rate base and operating income adjustments. Section IV 

presents RUCO’s rate base recommendations. Section V presents RUCO’s 

operating income recommendations. Section VI presents RUCO’s 

recommendations on other issues identified during our review. 

BACKGROUND 

Please review the background of this application. 

EPCOR Water Arizona Inc. (“EWAZ’ or “Company”) is an Arizona “C” C~rporation.~ 

EPCOR is a for profit, certificated Arizona public service corporation that provides 

water and wastewater utility service to various communities throughout the State of 

Arizona. On March IO, 2014, the Company filed an application for a permanent 

rate increase for its Mohave Water District, Paradise Valley Water District, Sun City 

Water District, Tubac Water District and Mohave Wastewater District. EWAZ’s 

corporate business office is located at 2355 W. Pinnacle Peak Road, Suite 300 

Phoenix, Arizona 85027. 

The Company utilized a test year ended June 30,2013. 

The Company filed revised schedules for all of its districts on October 14, 201 4. 

On February 1, 2012, EPCOR Water (USA) Inc. (“EWUS”) acquired all of Arizona American Water 
Company’s District in Arizona and in New Mexico. 
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The Company served the approximate number of customers in the following 

districts during the test year ended June 30, 201 3:5 

Mohave Water District - 16,067 

Paradise Valley Water District - 4,862 

Sun City Water District - 23,004 

Tubac Water District - 596 

Mohave Wastewater - 1,448 

The Company’s current rates were approved for each district in the following 

Commission Decisions: 

Mohave Water District - Decision No. 731 45, dated May 1, 201 2 (Docket No. W- 

01 303A-10-0448) 

Paradise Valley Water District - Decision No. 71410, dated December 8, 2009 

(Docket No. SW-01303A-08-0227) 

Sun City Water District - Decision No. 72047, dated January 6, 201 1 (Docket No. 

W-01303A-09-0343) 

Tubac Water District - Decision No. 71410, dated December 8, 2009 (Docket No. 

SW-0 I 303A-08-0227) 

Mohave Wastewater - Decision No. 71410, dated December 8, 2009 (Docket No. 

SW-01303A-08-0227) 

~~ 

Based  on the  Company’s H-2 Schedule .  
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Q. 

A. 

Q. 

A. 

Please explain the relationship between EPCOR Utilities, the City of 

Edmonton, and EPCOR Water Arizona, Inc.? 

Based on the Company’s organizational chart (shown in attachment A to my 

testimony) the City of Edmonton is EPCOR Utilities, Inc.’s sole shareholder. Going 

down the organizational chart, we find that EPCOR Water Services, Inc. is under 

the City of Edmonton; EPCOR Water Development (West), Inc. is under EPCOR 

Water Services, Inc.; EPCOR Water (USA), Inc. is under EPCOR Water 

Development (West), Inc.; EPCOR Water (Arizona), Inc. is under EPCOR Water 

(USA); and finally, underneath all these layers are the individual districts (Agua Fria, 

Anthem, Havasu, Mohave, Paradise Valley, Sun City and Sun City West) which are 

under EPCOR Water (Arizona), Inc. 

Please explain in more detail the City of Edmonton’s relationship and history 

with EPCOR Utilities, Inc.? 

In 1996, the City of Edmonton transferred its assets to EPCOR an incorporated 

private for profit organization that is owned by the city. EPCOR operates under an 

independent board of directors and has the power to restructure, purchase and 

divest in utilities. In 2009, the EPCOR board of directors exercised this authority in 

its decision to spin off its power generating operations Capital Power Corporation 

(see attachment B). After litigation brought forth by the Alberta Federation of 

Labour, which attempted to block the Initial Public Offering (“JPO”) of Capital Power 

on the Canadian market failed (see attachment C), the IPO went forward, and 

EPCOR decided to invest in less risky watedwastewater and wire companies, and 
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subsequently acquired the Arizona water and wastewater districts from Arizona- 

American water (see attachment D). 

Q. 

A. 

Q. 

A. 

Does the City of Edmonton as the Company’ sole shareholder receive 

dividends from EPCOR? 

Yes. As illustrated in attachment E, the City of Edmonton receives both EPCOR 

dividends and franchise fees, in 2012 the actual amounts were $141.021 mil and 

$66.924 mil respectively. 

Of the total amount of EPCOR dividends that the City of Edmonton receives, 

how much was received from EPCOR Water (Arizona), Inc.? 

I cannot say with certainty how much is passed on from EPCOR Utilities, Inc. to the 

City of Edmonton, as EPCOR Utilities, Inc., may withhold a portion or all of the 

dividends it receives from EPCOR Water (Arizona), Inc. However, the Company did 

state in a response to RUCO data request 14.03 that since the Company took over 

operations from Arizona American Water Company in February 2012, the following 

dividend payments have been made: 

December 2012 $ 10,378,122 

March 2014 3,691,533 

June 2014 9,892,890 

Total $ 23.962.545 

Further, EPCOR Water (Arizona), Inc. stated it targets 75 percent of their net 

income from dividends to its parent Company. 
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Q. 

A. 

Q. 

A. 

111. 

Q. 

A. 

How does this benefit the citizens of Edmonton? 

Assuming even a portion of the dividends from Arizona flow to the City of 

Edmonton’s operating budget, the City may not have to raise property taxes. In fact, 

one report stated that “Between 1996 and 2008 the utility paid the City of Edmonton, 

EPCORs sole shareholder, more than $1.8 billion in dividends, franchise fees and 

taxes. The dividend increased for nine consecutive years and reached an all-time 

high of $134 million in 2009, a figure that constituted approximately eight per cent 

of the city’s overall budget and by some estimates kept property taxes 25 per cent 

below where they would otherwise have to be. EPCOR was a cash cow, and it was 

keeping the City of Edmonton well fed.” (see attachment F). 

So what is the effect of the Commission passing adjustor mechanisms, and 

surcharges such as the System Improvement Benefit surcharge? 

One can certainly make the argument that it accelerates the benefits the citizens of 

the City of Edmonton realize at the expense of ratepayers here in Arizona. 

SUMMARY OF FILING, RECOMMENDATIONS, AND ADJUSTMENTS. 

Please summarize the Company’s proposals in this filing. 

Based on the Company’s revised schedules filed on October 14, 2014, the 

Company has proposed the following for its districts: 
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Mohave Water District 

The Company-proposed rates, as filed, produce total operating revenue of 

$8,327,207, an increase of $1,972,914 or 31.05 percent, over adjusted test year 

revenue of $6,354,293. The Company-proposed revenue will provide operating 

income of $1,614,211 and a 6.87 percent rate of return on its proposed $23,496,514 

fair value rate base (“FVRB”) which is its original cost rate base (“OCRB”). 

Paradise Valley Wafer District 

The Company-proposed rates, as filed, produce total operating revenue of 

$10,489,588, an increase of $841,337 or 8.72 percent, over adjusted test year 

revenue of $9,648,251. The Company-proposed revenue will provide operating 

income of $2,705,436 and a 6.87 percent rate of return on its proposed $39,380,442 

FVRB which is its OCRB. 

Sun City Water District 

The Company-proposed rates, as filed, produce total operating revenue of 

$1 1,871,945, an increase of $1,606,392 or 15.65 percent, over adjusted test year 

revenue of $1 0,265,553. The Company-proposed revenue will provide operating 

income of $1,814,318 and a 6.87 percent rate of return on its proposed $26,409,285 

fair value rate base FVRB which is its OCRB. 
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Tubac Water District 

The Company-proposed rates, as filed, produce total operating revenue of 

$981,067, an increase of $401,874 or 69.38 percent, over adjusted test year 

revenue of $579,194. The Company-proposed revenue will provide operating 

income of $1 10,454 and a 6.87 percent rate of return on its proposed $1,607,775 

FVRB which is its OCRB. 

Mohave Wastewater District 

The Company-proposed rates, as filed, produce total operating revenue of 

$1,509,477, an increase of $453,638 or 42.96 percent, over adjusted test year 

revenue of $1,055,839. The Company-proposed revenue will provide operating 

income of $364,459 and a 6.87 percent rate of return on its proposed $5,305,082 

FVRB which is its OCRB. 

Q. 

A. 

Please summarize RUCO’s recommendations. 

RUCO recommends the following for each of the Company’s districts: 

Mohave Water District 

The Residential Utility Consumer Office (“RUCO”) recommends rates that produce 

total operating revenue of $6,725,901 an increase of $270,426 or 4.19 percent, 

from the RUCO-adjusted test year revenue of $6,455,475. RUCO’s recommended 

revenue will provide operating income of $984,707 and a 6.09 percent return on the 

$1 6,169,248 RUCO-adjusted FVRB and OCRB. 
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Paradise Valley Water District 

RUCO recommends rates that produce total operating revenue of $9,166,851 a 

decrease of $630,585 or negative 6.44 percent, from the RUCO-adjusted test year 

revenue of $9,797,436. RUCO’s recommended revenue will provide operating 

income of $2,161,740 and a 6.09 percent return on the $35,496,554 RUCO- 

adjusted FVRB and OCRB. 

Sun City Water District 

RUCO recommends rates that produce total operating revenue of $10,495,284 a 

decrease of negative $3,514 or 0.03 percent, from the RUCO-adjusted test year 

revenue of $1 0,498,798. RUCO’s recommended revenue will provide operating 

income of $1,385,109 and a 6.09 percent return on the $22,743,995 RUCO- 

adjusted FVRB and OCRB. 

Tubac Water District 

RUCO recommends rates that produce total operating revenue of $770,633 an 

increase of $233,244 or 43.40 percent, from the RUCO-adjusted test year revenue 

of $537,388. RUCO’s recommended revenue will provide operating income of 

$1 61,347 and a 6.09 percent return on the $1,475,945 RUCO-adjusted FVRB and 

OCRB. 
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Moha ve Was f e wafer District 

RUCO recommends rates that produce total operating revenue of $1,310,557 an 

increase of $254,718 or 24.1 2 percent, from the RUCO-adjusted test year revenue 

of $1,055,839. RUCO’s recommended revenue will provide operating income of 

$273,730 and a 6.09 percent return on the $4,494,753 RUCO-adjusted FVRB and 

OCRB. 

Q. 

A. 

Q. 

A. 

What test year did the Company use in this filing? 

The Company’s rate filing is based on the twelve months ended June 30, 2013 

(“test year”). 

Please summarize RUCO’s rate base adjustments. 

The eleven rate base adjustment(s) are presented below along with the individual 

sponsoring the testimony: 

Direct Utilitv Plant in Service - These adjustments apply to the Sun City water 

district, Paradise Valley water district, and Tubac water district. These adjustments 

increase direct plant by $247,990 for the Sun City water district; by $1 5,161 for the 

Paradise Valley water district; and decrease direct plant by $249,315 for the Tubac 

water district. See the direct testimony of Tim Coley. 

Direct Utilitv Plant Accumulated Depreciation - These adjustments apply to all 

districts. These adjustments decrease direct utility plant accumulated depreciation 

by $545,562 for the Mohave water district; by $2,038,336 for the Sun City water 

district; by $276,778 for the Tubac water district; and increase accumulated 
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depreciation by $1,018,116 for the Paradise Valley water district; and by $413,165 

for the Mohave wastewater district. See the direct testimony of Tim Coley. 

AZ Corporate Plant Adiustments - Not Used 

AZ Corporate Plant Accumulated Depreciation Adiustments - These adjustments 

apply to all districts. These adjustments decrease AZ Corporate Plant Accumulated 

Depreciation by $376,174 for the Mohave water district; by $3,791 for the Paradise 

Valley water district; by $18,075 for the Sun City water district; by $469 for the 

Tubac water district; and by $1,109 for the Mohave wastewater district. See the 

direct testimony of Tim Coley. 

Post-Test Year Plant Adiustments - These adjustments apply to all districts. These 

adjustments decrease post-test year plant net of accumulated depreciation by 

$6,026,224 for the Mohave water district; by $1,601,236 for the Paradise Valley 

water district; by $2,128,789 for the Sun City water district; by $21,365 for the Tubac 

water district; and by $99,345 for the Mohave wastewater district. See the direct 

testimony of Frank Radigan. 

Regulatory Liability - Over Collection of Depreciation Expense Direct Plant - These 

adjustments apply to all districts, except the Mohave wastewater district. These 

adjustments create a regulatory liability net of amortization expense and decrease 

rate base by $658,725 for the Mohave water district; by $31 8,463 for the Paradise 

Valley water district; by $2,218,405 for the Sun City water district; and by $42,651 

for the Tubac water district. See the direct testimony of Tim Coley. 
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Regulatory Liability - Over Collection of Depreciation Expense Corporate Plant - 

These adjustments apply to all districts. These adjustments create a regulatory 

liability net of amortization expense and decrease rate base by $353,366 for the 

Mohave water district; by $107,883 for the Paradise Valley water district; by 

$51 4,314 for the Sun City water district; by $1 3,338 for the Tubac water district; and 

by $31,559 for the Mohave wastewater district. See the direct testimony of Tim 

Coley. 

Reverse Unexpended Contributions in Aid of Construction (“CIAC’’) Adiustment - 

These adjustments apply to all districts and reverse the Company’s adjustment to 

unexpended CIAC and reduce rate base by $69,169 for the Mohave water district; 

by $43,632 for the Paradise Valley water district; by $845,933 for the Sun City water 

district; by $74,010 for the Tubac water district; and by $227,674 for the Mohave 

wastewater district. See the direct testimony of Tim Coley. 

Reverse 24 Month Deferral of Allowance for Funds Used During Construction 

{“AFUDC”) - These adjustments apply to all districts and reverse the Company’s 

24 months deferral of AFUDC and reduce rate base by $806,861 for the Mohave 

water district; by $427,597 for the Paradise Valley water district; by $225,112 for 

the Sun City water district; by $27,978 for the Tubac water district; and by $28,717 

for the Mohave wastewater district. See the direct testimony of Tim Coley. 

Cash Working Capital - These adjustments apply to the cash working capital 

component of the Company’s working capital allowance for all of its districts, and 

decreases cash working capital by $14,591 for the Mohave water district; by 

$34,825 for the Paradise Valley water district; by $37,140 for the Sun City water 
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district; by $6,377 for the Tubac water district; and by $10,979 for the Mohave 

wastewater district. See the direct testimony of Tim Coley. 

Regulatory Asset Adiustments - These adjustments remove regulatory assets that 

the Company has included in its rate application without Commission approval and 

relate to Mohave water district, the Paradise valley water district, and the Tubac 

water district, and decrease rate base by $67,042 for the Mohave water district; and 

by $351,088 for the Paradise Valley water district; and increase rate base net of 

amortization by $25,958 for the Tubac water district. See the direct testimony of 

Tim Coley. 

Q. 

A. 

Please summarize RUCO’s operating revenue and expense adjustments. 

The eleven operating adjustment(s) are presented below, my testimony addresses 

the following adjustments, unless otherwise noted: 

Annualizations - These adjustments relates to all the districts except the Mohave 

wastewater district. These adjustments decrease operating net income (revenue 

from annualizations less expenses from annualizations) for the Mohave water 

district by $1 1,032, and increase operating net income for the Paradise Valley water 

district by $71,230, Sun City water district by $81,322, and for Tubac water district 

by $2,281. 

Reversal of Declining Usage Adiustment - These adjustments apply to all districts 

except the Mohave wastewater district, and reverse the effects of the Company’s 

declining usage adjustment, and increase operating net income (metered water 

sales less purchased water, fuel and power, and chemicals) for the Mohave water 
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district by $114,427, for the Paradise Valley water district by $43,787, Sun City 

water district by $1 02,693, Tubac water district by $1 9,607. 

Purchased Water Expense - These adjustments relate to the Sun City water district 

and Paradise Valley water district. These adjustments were necessary to bring the 

Company into compliance with Commission Decision Nos. 71841 and 72046, and 

increase purchased water expense by $1 38,082 for Paradise Valley water district, 

and $549,527 for Sun City water district. 

Remove Projected Power Costs - These adjustments relate to all districts and 

remove the Company’s pro-forma adjustments related to an Arizona Public Service 

Company Study that estimated an increase in 2014 of 3.56 percent, which is not 

known and measureable, and decrease project power costs for the Mohave water 

district by $1 28, for the Paradise Valley water district by $41,231 , Sun City water 

district by $53,302, Tubac water district by $1 3, and Mohave wastewater district by 

$22. 

Remove ACRM Surcharge and Deferred O&M Charqes -This adjustment only 

applies to the Tubac water district, and removes the ACRM surcharge of $68,193 

and also removes chemical expenses related to deferred ACRM O&M charges of 

$50,856. 

Corporate Allocation Expense - These adjustments reduces corporate allocation 

expenses based on RUCO’s analysis. These adjustments decrease the corporate 

allocation expense for the Mohave water district by $134,211, for the Paradise 

Valley water district by $1 18,248, Sun City water district by $190,111, Tubac water 
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district by $14,980, and Mohave wastewater district by $21,553. See the direct 

testimony of Ralph Smith. 

Rate Case Expense - These adjustments relate to all districts, and reduce rate 

case expense based on RUCO’s analysis. These adjustments decrease rate case 

expense for the Mohave water district by $29,720, for the Paradise Valley water 

district by $26,922, Sun City water district by $43,684, Tubac water district by 

$2,982, and Mohave wastewater district by $5,027. 

Tank Maintenance Expense - This adjustment decreases maintenance expense 

by $185,851 to remove projected costs that are not known and measureable (in the 

Paradise Valley water district only). 

Depreciation Expense - These adjustments decrease depreciation expense based 

on RUCO’s recommended rate base adjustments, and other adjustments. These 

adjustments decrease the depreciation expense for the Mohave water district by 

$501,828, for the Paradise Valley water district by $277,730, Sun City water district 

by $1,015,921, Tubac water district by $90,770, and Mohave wastewater district by 

$24,120. 

Property Tax Expense - These adjustments decrease property taxes to adjust 

property taxes to RUCO’s adjusted test year amount. These adjustments decrease 

the property tax expense for the Mohave water district by $1,159, for the Paradise 

Valley water district by $2,503, Sun City water district by $1 53, Tubac water district 

by $2,821, and Mohave wastewater district by $1,209. 

Income Tax Expense -These adjustments increase income taxes to adjust income 

taxes to RUCO’s adjusted test year amount. These adjustments increase the 
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income tax expense for the Mohave water district by $367,109, for the Paradise 

Valley water district by $275,720, Sun City water district by $394,111, Tubac water 

district by $55,788, and Mohave wastewater district by $28,236. 

IV. RATEBASE 

Fair Value Rate Base 

Q. Did the Company prepare a schedule showing the elements of 

Reconstruction Cost New Rate Base? 

No, the Company did not. The Company’s filing treats the OCRB the same as the 

FVRB. 

A. 

Rate Base Summary 

Q. 

A. 

Please summarize RUCO’s adjustments to the Company’s rate base. 

RUCO’s adjustments to the Company’s rate base resulted in a net decrease of 

$7,327,266, from $23,496,514 to $16,169,248 for the Mohave water district; a net 

decrease of $3,883,888 from $39,380,442 to $35,496,554 for the Paradise Valley 

water district; a net decrease of $3,665,291 from $26,409,286 to $22,743,995 for 

the Sun City water district; a net decrease of $131,831 from $1,607,775 to 

$1,475,945 for the Tubac water district; and a net decrease of $810,329 from 

$5,305,082 to $4,494,753 for the Mohave wastewater district. The decreases were 

primarily due to RUCO’s adjustments: (1) to plant and accumulated depreciation, 

(2) to corporate plant and accumulated depreciation, (3) to post-test year plant and 

accumulated depreciation, (4) to over collection of depreciation expense for both 
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direct and corporate plant, (5) to unexpended contributions in aide of construction, 

(6) to reverse the 24 months of allowance for funds used during construction, and 

(7) to cash working capital, as shown on RUCO schedules 3, and 4. 

For the individual rate base adjustments, see the testimony of Timothy Coley, and 

for Post-Test Year adjustments see the testimony of Frank Radigan, which 

explain RUCO’s adjustments to the Company’s rate base. 

V. OPERATING INCOME 

Operating Income Summary 

Q. 

A. 

What are the results of RUCO’s analysis of test year revenues, expenses, and 

operating income? 

RUCO’s analysis resulted in adjusted test year operating revenues of $6,455,475, 

operating expenses of $5,635,878 and operating income of $819,596 for the 

Mohave Water District; adjusted test year operating revenues of $9,797,436, 

operating expenses of $7,250,012 and operating income of $2,547,424 for the 

Paradise Valley Water District; adjusted test year operating revenues of 

$1 0,498,798, operating expenses of $9,111,554 and operating income of 

$1,387,245 for the Sun City Water District; adjusted test year operating revenues 

of $537,388, operating expenses of $608,851 and negative operating income of 

$71,462 for the Tubac Water District; adjusted test year operating revenues of 

$1,055,839, operating expenses of $941,345 and operating income of $1 14,492 for 
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(367,109) (275,720) (394,111) (55,788) (28,236) 

$403,332 $353,700 $543,548 $60,329 $23,695 

$81 9,596 $2,547,424 $1,387,245 ($71,462) $1 14,492 

the Mohave Wastewater District, as shown on RUCO schedules 16 and 17. RUCO 

made eleven adjustments to operating expenses, as presented in the table below. 

Operating Income Adjustment No. 7 - Customer Annualizations (all districts except 

Mohave wastewater) 

Q. Has the Company proposed an adjustment to account for additional 

customers that come onto the system in the test-year? 

A. Yes. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What do the Company’s H-I schedules indicate concerning customer 

annual iza tions? 

The Company states on its H-I schedules in the title “With Annualized Revenues 

to Year End Number of Customers”. 

Is this true? 

No, the Company used the average number of customers not the year end 

customer count. The Company used the average number of customers during the 

year which works to their advantage by reducing revenues generated from the 

customer ann ua I izations . 

How was this uncovered? 

Unlike the previous cases (e.9. Arizona-American Water and the more recent 

Chaparral City Water case), the Company hired a consultant Mr. Bourassa to 

develop their billing determinates and ultimately their rate design in this case. 

To your knowledge has Mr. Bourassa used the average customers during the 

year and not the end of year customers to calculate his annualizations? 

Not to my knowledge, and RUCO even asked this question to the Company. 

The Company responded by stating that “Mr. Bourassa has not used an average 

customer test year annualization in the past.” 
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Q. 

A. 

Q. 

A. 

Putting aside the annualization methodology issue, does RUCO agree with 

the way the Company adjusted expenses to account for the additional 

customers that have come onto the system? 

Yes and No. The Company states “for each district, Purchased Water, Fuel & 

Power, and Chemicals expenses were adjusted based on the change in sales 

volumes per customer bill, whereas Postage and Customer Accounting expenses 

were updated based on the change in the number of customer bills”. 

RUCO agrees on the cost drivers, however the Company used the change in sales 

volume per customer bill, as their cost drivers for postage and customer accounting 

expenses instead of the change in customer bills. 

What is RUCO’s recommendation? 

RUCO recommends the use of the end of year customer annualization 

methodology, which the Company’s consultant Mr. Bourassa has used in the past. 

RUCO’s recommendation (revenue from annualizations less purchased water, fuel 

& power, chemicals, postage, and customer accounting expenses), results in a net 

operating decrease for the Mohave water district of $1 1,032; and a net operating 

increase for the Paradise Valley water district of $71,230, a net increase for the Sun 

City water district of $81,322, and a net increase for the Tubac water district of 

$2,281, as shown in RUCO schedule 18. 
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Operating Income Adjustment No. 2 - Reversal of Declining Usage Adjustment (all 

districts except Moha ve was te wa fer) 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Has the Company proposed a pro-forma declining usage adjustment? 

Yes. The Company has again changed methodologies in its calculation of the 

declining usage from the Chaparral City Water case to this case. 

What was the methodology used in the Chaparral City Water Case? 

The main driver was residential customer usage. No other customer classes were 

used. In that case, as presented in the graph below, the Commission determined 

that there was declining usage. 

Chaparral  City W a t e r  Company Resident ia l  Ga l lon  

Usage Over  The Years 
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What is the new declining methodology that is being proposed in this case 

by the Company’s consultant Mr. Bourassa? 

First - Mr. Bourassa has included all customer classes (e.g. residential, 

Commercial, Other Public Authority, Fire, etc.), which was contrary to the 

Company’s position in the Chaparral City Water Company case in which they 

insisted on only using residential customers. 
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Second - Mr. Bourassa uses a single point in time, the Company’s last rate case 

for comparison purposes which varies by district. It ignores increases and 

decreases in customer consumption between the years. 

Third - Mr. Bourassa takes the revenue from each customer class by meter size 

(e.g. 3/4 inch residential) and divides the revenue by the year end customer count. 

He then takes the quotient of the current case and compares it against the quotient 

of the last rate case (point in time). 

Q. 

A. 

Q. 

A. 

Does RUCO agree with Mr. Bourassa’s methodology? 

No, because it allows for data manipulation, as will be demonstrated below. 

Based on a Company response (see attachment G), it’s pretty clear to see why. 

When you compare the Paradise Valley water district both the total usage of 

2,960,427 gallons, and the individuals customer classes in 2008 it’s crystal clear, 

that total customer usage in 2013 was 3,093,276 gallons and more usage was 

consumed in every single customer class (e.g. residential, Commercial, Other 

Public Authority, Fire, etc.) than in 2008. The same holds true for 2009, and 2010 

with the exception of commercial customers. However, the Company claims there 

is declining usage in Paradise Valley. 

Let’s talk about looking at single points in time for comparison purposes. 

Sure, again referring to attachment G, if you compare the 2012 and 2013 usage for 

the Tubac water district, you can make the argument that both the residential and 
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commercial classes of customers usage has increased, and therefore there must 

be inclining usage. However, the usage may go up or down in 2014. This then 

begs the question - what about 201 5 and 2016? 

Q. 

A. 

Q. 

A. 

Didn’t Staff use this methodology in the Chaparral Case6? 

Yes. 

“Q. Did the Company propose a declining usage 
adjustment? 

Yes. In its application, the Company proposes a declining 
usage adjustment based on events fhat occurred before the 
test year, 

Q. 
usage adjustment ? 

Does Staff agree with the adoption of a declining 

Yes, but for reasons that are different from those offered by the 
Company. Staff recommends that events prior to the test year 
are already reflected in test year results and warrant no 
adjustment. Instead, Staff bases its recommendation on the 
Company’s response to a Staff data request which sought 
information and confirmation fhat consumption patterns had 
continued to change during the post-test year period. Based 
on its review of this information, Staff recommends adoption of 
a declining usage adjustment proposed by the Company but 
on the basis of the adjustment being a post-test year event. As 
a post-test year event, this adjustment is based on a known 
and measurable change to the test year activity rather than on 
events that predate and are already reflected in the test 
year results. ” 

Please comment on Staffs methodology used in that case? 

RUCO agrees with Staff that past consumption results are already reflected in the 

test year, so you don’t have to do some type of comparison to the last rate case to 

See page 26, line 1 of the Direct Testimony of Staff witness Gerald Becker in Docket No.W-02113A-13- 
01 18. 
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make a further adjustment. However, you start to go down the slippery slope when 

you make adjustments for known and measureable changes outside the test year, 

by picking and choosing which revenue and expense items to update outside the 

test year. This begs the question - if you want to go outside the test year to account 

for decreased customer usage, shouldn’t you also include adjustments for 

increased customer growth which are also known and measureable? 

Q. 

A. 

Q. 

A. 

What is RUCO’s recommendation? 

RUCO recommends the reversal of the Company’s declining usage adjustment 

which is based on past data, and projected forward to future years which are not 

known and measureable. These adjustments apply to all districts except the 

Mohave wastewater district, and reverse the effects of the Company’s declining 

usage adjustment, and increase net operating income (metered water sales less 

purchased water, fuel and power, and chemicals) for the Mohave water district by 

$1 14,427, for the Paradise Valley water district by $43,787, Sun City water district 

by $102,693, and Tubac water district by $19,607, as shown in RUCO schedule 19. 

What if the Commission is inclined to approve a declining usage adjustment 

similar to the one approved in the Chaparral City Water Company Decision. 

If the Commission is inclined to approve a declining usage adjustment, RUCO 

recommends the Company file an annual report by March 30th of each year in this 

docket showing the increase/decrease in water usage for each customer class and 
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meter size using a calendar year starting with the 2014 information similar to what 

was decided in the Chaparral City Water Company case. 

In addition, RUCO recommends that the Company should file a Plan of 

Administration to explain how customers will be refunded if there is an increase in 

customer usage in future years. For example, if commercial usage increases, but 

residential usage stays the same, should only commercial customers receive 

refunds? In addition, over what period should ratepayers be repaid, or do the 

refunds roll-over into the next year? 

Operating Income Adjustment No. 3 - Reversal of Central Arizona Project ‘CAP” 

Expense (Sun City and Paradise Valley water district only) 

Q. 

A. 

Please explain the Sun City Groundwater Savings Fee (“GSF”) and Paradise 

Valley Central Arizona Project (“CAP”) Surcharge Mechanism? 

Sun City GSF Surcharge Mechanism 

Even though the Company does not take direct delivery of CAP water in Sun City it 

does recharge its CAP allocation back into the aquifer. In Decision No. 65655 

(dated February 20, 2003), the Commission authorized recovery of Maintenance 

and Industrial (“M&I”) capital and delivery costs associated with using the CAP 

allocation through a GSF surcharge mechanism. 
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Paradise Vallev CAP Surcharge Mechanism 

In Decision No. 62293 (dated February 1, 

Q. 

A. 

Q. 

A. 

,, the Commission authorized 

recovery of Maintenance and Industrial (“M&I”) capital and delivery costs 

associated with using the CAP allocation through a CAP surcharge mechanism. 

How does the Company account for the recovery of CAP charges in its Sun 

City and Paradise Valley water districts? 

Based on a Staff data request, the Company states that: 

“Prior to January 2012, the surcharge revenues and refunds 
were recorded as Other Revenue and the purchased water 
expenses were recorded in the Purchased Water expense 
account. Beginning in January2012, the revenue was mapped 
directly to a balancing account (a regulatory asset account) on 
the balance sheet and were no longer recorded as Other 
Revenue. Likewise, the purchased water expense accounting 
was revised to record the purchased water expenses directly 
to the balancing account. ” 

Did the Company ask the Commission to change its accounting 

methodology, and was it approved by the Commission? 

It does not appear so, based on the following Staff data request, and response by 

the Company. 

“Q. Sun City Water - Purchased Water Revenues - In 
response to Data Request CLP 7.79 Company response 
states “beginning January, 2072, the Purchased Water 
surcharge revenue adjustor is mapped directly to a 
balancing account (a regulatory asset account)”. Please 
explain the following and provide a detailed listing for this 
regulatory asset account: 

a. What is the NARUC regulatory asset account number? 
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b. When did the Purchase Water surcharge start and what is 
Decision Number? 

c. Was there Commission permission to set up a regulatory 
asset account? 

A. a. The NARUC regulatory asset account number is 
account 186 (EPCOR Water Arizona’s account number is 
1 142). 

b. Sun City Water’s purchased water surcharge was 
initially authorized in Decision Number 62293 and the first 
surcharge was implemented in March 2000, 

C. Decision No. 60172 authorized the deferral of Central 
Arizona Project Costs in a regulafory asset account while 
Decision No. 62293 commenced the recovery of the costs. ” 

Q. 

A. 

Did RUCO inquire about the Company’s adjustments to its Paradise Valley 

water district? 

Yes. 

“Q: Ground Water Fee and Central Arizona Project 
SurcharQes - Based on the Company’s response to RUCO 
data request 5.05, 5.06, and Staff data request 15.10 
related to the Sun City Water District Ground Water 
Savings Fee and Paradise Valley Water District Central 
Arizona Project (“CAP”), please answer the following: 

a. Why is there an adjustment to remove the CAP surcharge 
and CAP expense in the Paradise Valley Water District, 
and not in the Sun City Water District? 

6. Please provide the amount of the CAP surcharge 
(revenue) collected in the Sun City Water District. 

c. Please provide a CAP expense break-out (Le. excel 
spreadsheef) along with the associated invoices for both 
the Paradise Valley and Sun City Water Districts. 

A: a. The Company is not requesting to remove the CAP 
surcharge in the Paradise Valley Water District. However, the 
Company did make two adjustments on Schedule C-2 related 
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to the CAP surcharge. First, adjustment SM-26 on Schedule 
C-2 is needed to properly reclass several CAP related expense 
items that were incorrectly booked to the purchased water 
expense account. Since these items are CAP related 
expenses, this adjustment moves those items to the deferred 
account so they can be recovered through the CAP surcharge. 
The other adjustment, SM-25, relates to recovery of deferred 
CAP costs that were allowed in Decision No. 59079. Per this 
decision, the Company was authorized to recover $1 18,436 
over twenty-five years via a once a year surcharge applicable 
to all customer billings in January of each year. This annual 
amortization is $4,737.44. This adjustment removes the 
impact of this surcharge from both the purchased water 
expense account and other revenues. 

6. The Company performs annual reconciliations for the CAP 
surcharge. Please see the attached file labeled “RUCO 16.03 
CAP Reconciliation.xlsx” for the 2013 annual reconciliation by 
district. 

c. Please see Company’s response to part b. Also, the invoices 
are located in the file labeled “RUCO 16.03 lnvoices.pdf”.” 

Q. 

A. 

Q. 

A. 

What is RUCO’s conclusion about the accounting treatment? 

It appears the Company is changing is accounting methodolog! without 

Commission approval, and combining prior decisions with more recent ones pulling 

them into the surcharge mechanism, but then treating them like a regulatory asset. 

Have you reviewed the testimony of Company witness Jake Landerking? 

Yes. Mr. Landerking spoke about the requirements set forth by the Commission in 

Decision No. 72046, dated December I O ,  2010, which required the Company to 

include the CAP costs in its costs included in base rates. Similarly, Mr. Landerking 

also spoke about the requirements set forth by the Commission in Decision No. 
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71841, dated August I O ,  2010, which also required the Company to include the 

CAP costs in its costs included in base rates. 

Q. 

A. 

Did the Company propose a methodology to recover CAP charges in base 

rates in this case? 

No. The Company responded as follows to RUCO data request 5.05,5.06 and Staff 

data request 15.10. 

“Q. Sun City Water District Ground Water Savings Fee 
rGSF’2 - Please identifL the Company adjustment(s) in 
the Sun City Water District schedules that comply with 
Decision No. 72046 dated December IO,  2010, which 
ordered the Company to include the CAP capital and 
delivery charges and the offsetting replenishment credits 
in its costs included in its base rates, thereby eliminating 
the need for the GSF surcharge in the future. 

A. Please see the direct testimony of Jake Lenderking at 
4-1 0. ” 

“Q. Paradise Valley Water District Central Arizona 
Project (“CAP”) Surcharge - Please identify the Company 
adjustment(s) in the Paradise Valley Water District 
schedules that comply with Decision No. 71841 dated 
August IO, 2010, which ordered the Company to include 
the CAP capital and delivery charges and eliminate the 
CAP surcharge in its next rate case. 

A. The Company, through the direct testimony of Mr. Jake 
Lenderking, has provided a very detailed discussion why 
elimination of the CAP surcharge at this time is not the 
appropriate thing to do. Not only is elimination of the CAP 
surcharge inconsistent with the Commission’s recent decisions 
and policies intended to reduce regulatory lag and implement 
rate gradualism in the recovery of costs, it reduces the ability 
to send proper pricing signals to customers.” 
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“Q: Central Arizona Project (CAP) and Groundwater 
Savings Fee (GSF) Surcharaes - In Decision No. 72046 
(December 79, 2010), the Company was ordered by the 
Commission to . . . . “include the CAP capital and delivery 
charges and the offsetting replenishment credits and 
costs in its base rates”. Further, the Commission ordered 
the Company to eliminate the Groundwater Savings Fee 
(“GSF”) in the next rate case which is acknowledged in the 
testimony of Jake Lenderking (page 4, lines 7&8). Please 
describe how the Company plans to include the CAP 
capital and delivery charges in base rates as per Decision 
No. 72046 and why there is no mention of eliminating the 
GSF mechanism in the testimony. 

OBJECTION: Staffs claim that there is no mention of 
eliminating the GSF mechanism in testimony is inaccurate. 
The Company first acknowledges this requirement imposed by 
Decision No. 72046, as stated in the Data Request, and then 
proceeds to explain why the Company is requesting to retain 
the GSF mechanism (Direct Testimony of Jake Lenderking at 
5-1 1 ). 

A: Please see Jake Lenderking’s testimony for an 
explanation of the Company’s position.” 

RUCO has reviewed the testimony of Mr. Lenderking and believes that the 

Company has not complied with the two previous Commission decisions. Instead 

the Company makes arguments on why they shouldn’t have to comply with the two 

prior Commission decisions. 

Q. 

A. 

Why did RUCO make an adjus.,nent to the Company’s Paradise Valley water 

district’s CAP related expenses and Sun City GSF? 

In order to bring the Company into compliance with the prior Commission Decision 

Nos. 71841 and 72046. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

What adjustment did RUCO make? 

Based on a data response from the Company, the Company has (which consists of 

$4,737 in CAP expenses related to Decision No. 59079, and $133,345 in test year 

expenses) in CAP related expenses for its Paradise Valley water district, and 

$549,527 in CAP related expenses for its Sun City water district. 

Is RUCO aware that the CAP water charges are continually rising? 

Yes. 

How then can the Company recover its CAP M&l costs between rate cases? 

Through a deferral of CAP costs that are examined and trued-up in the Company’s 

next rate case. Based on the Company’s disregard of prior Commission orders, 

and changes to prior Commission orders made on their own accord, RUCO 

believes this is the proper course of action for the Commission to follow. It is also 

the fairest way to allow for recovery under the circumstances of this case. 

Operating Income Adjustment No. 4 - Remove APS Forecasted Expenses (all 

districts) 

Q. Has the Company asked for an increase in its purchased power for all 

districts ? 

Yes. Based on known and measureable changes and projected costs from Arizona 

Public Service (“APS”), which they have shared with the Company. 

A. 
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Q. 

A. 

Q. 

A. 

Does RUCO agree with the adjustments? 

Yes and No. RUCO agrees with the known and measureable rate increases that 

have been approved by the Commission for Mohave Electric Cooperative and 

UniSource Electric be included in rates, but disagrees with including projected costs 

from a study by APS which is not known and measureable. APS is the electric 

service provider to the Arizona Corporate Office, and as such passes its costs onto 

all the districts in Arizona and Mexico. 

What is RUCO’s recommendation? 

RUCO, recommends the removal of the Company’s projected purchased power 

increases. These adjustments decrease purchased power for the Mohave water 

district by $128; for the Paradise Valley water district by $41,231; for the Sun City 

water district by $53,302; for the Tubac water district by $13; and Mohave 

Wastewater district by $22, as shown in RUCO schedule 21. 

Operating Income Adjustment No. 5 - Remove Arsenic Cost Recovery Mechanism 

(“ACRM’Y Surcharge and ACRM Deferred Costs (Tubac water district only) 

Q. 

A. 

Please provide a little history on the ACRM surcharge? 

On January 23, 2006, new rules from the Environmental Protection Agency (EPA) 

became effective reducing the permissible arsenic contamination level in drinking 

water from 50 to 10 parts per billion. Due to the anticipated high arsenic treatment 

costs, related financial burdens for water utilities and the large number of affected 

utilities, the Commission authorized special processes to allow recovery of arsenic 
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treatment costs. Although these processes must be authorized within a rate case, 

they provide utilities a more timely and efficient means to recover arsenic 

remediation costs than is available through normal ratemaking procedures. The 

special process established for the Company is referred to as an Arsenic Cost 

Recovery Mechanism, or simply an ACRM. An ACRM provides for recovery of 

arsenic related capital improvements and narrowly defined “allowable” O&M 

expenses (i.e., media replacement, media disposal and media regeneration), 

between rate cases. 

Q. 

A. 

Q. 

A. 

How does the ARCM process work? 

The ACRM process requires a Company to obtain authorization of an ACRM in the 

context of a general rate case, and to subsequently apply for approval of up to two 

ACRM surcharges, referred to as a Step-One and Step-Two ACRM surcharge. 

Usually in Step-One of the ACRM process the Company requests recovery of the 

Arsenic treatment plant, and then in Step-Two the Company requests recovery of 

O&M costs related to arsenic media. 

Did the Company ask for a Step-One ACRM for its Tubac water district? 

Yes. In Decision No. 71867. The Company stated it has yet to recover all its costs 

related to the arsenic treatment plant. In addition, the Company states it is still owed 

$1 01,712 in deferred costs related to O&M. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Can the Company ask for recovery of Step-Two charges in a general rate 

case? 

Yes. 

Why hasn’t the Company eliminated its ACRM for Tubac? 

I don’t know. However, the Company did state in a data request that it has removed 

the ACRM surcharge in its rate design. 

Part one of the RUCO’s adjustment removes the ACRM surcharge of $68,193 from 

test year revenues, as the ACRM surcharge only serves as a bridge between rate 

cases. The Company has rate based the $1,696,187 authorized in Decision No. 

71867, and there is no need to continue the ACRM surcharge. 

What about the second part of RUCO’s adjustment the $101,712 in deferred 

costs related to O&M that the Company claims it has not collected. 

Based on the Company’s response to a Staff data request 12.2 revised, the 

$101,712 has been double counted, once as a regulatory asset which was not 

approved by the Commission, and once in chemical expenses as will be explained 

later. 

“Q. Reaulatorv Assets - Please identify the Commission 
authority for all regulatory assets included in your application. 
Please include decisions numbers. 

A. The table below details the regulatory assets included 
in the calculation of the revenue requirements in this docket. 
Upon closer examination, it has been determined that the 
amounts included as regulatory assets were related to 
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deferrals including deferred rate case expense (Mohave 
Water), deferred Central Arizona Project Water costs 
(Paradise Valley Water), and deferred arsenic media 
replacement costs (Tubac) that are not eligible for inclusion in 
rate base and, accordingly, an adjustment will be made in the 
Company’s rebuttal testimony to remove these balances. ” 

Mohave Water $ 67,041.96 

Paradise Valley Water 35 I ,  088.39 

Tubac Water 55,4 12.07” 

Q. 

A. 

Q. 

A. 

Did the Company make these adjustments to its revised schedules that it 

docketed on October 14,2014, as requested by RUCO and Staff? 

No. 

Please reconcile the components of the $55,412? 

The $55,412 consists of the following components, $50,856 (Le. $101,712/2) 

Deferral of ACRM O&M Costs, and the remainder $4,556 unknown. 

The Company is also amortizing the $55,412 through depreciation and amortization 

expense. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

15 

18 

15 

2( 

21 

2: 

2: 

Direct Testimony of Jeffrey M. Michlik 
Docket No. WS-01303A-14-0010 
Page 38 

Q. 

A. 

Q. 

A. 

Has the Company requested on-going O&M costs related to arsenic media in 

this rate case? 

Yes, the Company has asked for $46,000 of on-going O&M costs, which is based 

on the yearly replacement of Arsenic Media. But has also included $50,856 (i.e. 

$1 01,712/2) in chemical expenses for a total of $96,856 less test year expense of 

$81 1 for a pro-forma total adjustment of $96,045. 

What does RUCO recommend to correct the double count of the arsenic O&M 

deferred costs of $101,712? 

RUCO recommends the following: 

1. Removing the $50,856 from chemical expense, as shown in RUCO schedule 22. 

2. Removing the $50,856 from depreciation and amortization expense, as shown 

in RUCO schedule 26. 

3. Reclassifying and including the $1 01,712 as a regulatory asset to be amortized 

over 5 years, as shown in RUCO schedule 15 and in RUCO schedule 26. 

Operating Income Adjustment No. 6 - Corporate Allocation Expense (all districts) 

Q. 

A. 

Has RUCO reviewed the Company’s Corporation Allocations? 

Yes. For the results of RUCO’s analysis and recommendations, please see the 

direct testimony of RUCO witness Ralph Smith. 
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Systems 
Decision Districts or 
No. Date Divisions 

Q. What is RUCO’s recommendation? 

A. RUCO recommends the removal of $134,211 in corporate allocation expenses from 

the Mohave water district; $1 18,248 from the Paradise Valley water district; 

$190,111 from the Sun City water district; $14,980 from the Tubac Water district; 

and $21,553 from the Mohave wastewater district. 

Chaparral City Water Company 
Arizona Water Company 

Operating Income Adjustment No. 7 - Rate Case Expense 

Q. 

A. $650,000. 

How much is the Company asking for in rate case expense? 

W-02113A-13-0118 74568 June 20, 2014 1 
W-0 1445A-11-0310 73736 February 20, 2013 6 

Q. 

A. 

Does RUCO believe this is reasonable? 

No. Based on the table of recent Commission Decision presented below, the rate 

W-02465A-09-0411, ET 
Liberty Utilities (Bella Vista) /AL. I 72251) April 7, 2011 

case expense is out of the range of reasonability. 

3 

I I I I  INo. of 

~ 

Rate Case 
Expense 
authorized by 
Commission 

$275,000 
$350,000 

_i 
$300,0001 

Q. What is RUCO’s recommendation for rate case expense? 

A. RUCO recommends a reasonable rate case expense amount of $325,000 

normalized over 3 years, which decreases the annual rate case expense for the 

Mohave water district by $29,720; for the Paradise Valley water district by $26,922; 
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for the Sun City water district by $43,684; for the Tubac water district by $2,982; 

and for the Mohave wastewater district by $5,027, as shown on RUCO schedules 

16 and 17 with the details reflected on the respective schedule 24. 

Q. 

A. 

Q. 

A. 

Is the Company asking for anything new that it did not ask for in the Chaparral 

City Water Case? 

Yes. An Affordable Care Adjustor, and a Purchased Power Adjustor, as will be 

explained below. 

Does this warrant an increase of 2.36 times? 

No, besides the two new adjustors mentioned above, and additional schedules for 

the other four districts, nothing is extraordinary. 

Operating Income Adjustment No. 8 - Tank Maintenance Expense (Paradise Valley 

water district only) 

Q. Did the Company make a pro-forma adjustment to include tank maintenance 

expense of $185,851 in its application? 

A. Yes. 

Q. 

A. 

What is the Company’s proposal? 

The Company has proposed a tank maintenance plan to cover the costs associated 

with the stripping, treating and coating of the tanks, over a 14 year period. The 
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estimated cost of the 14 year plan is approximately $2,601,914 or $185,851 per 

year. 

Q. 

A. 

Does RUCO agree with this proposal? 

No. The major problem with this proposal which will be described below is the 

known and measureable standard. It is not known whether the tank maintenance 

will follow the schedule attached to Company witness Mr. Stuck’s testimony. Nor is 

it measureable since the numbers are estimates, also the costs have not already 

occurred or will occur before rates go into effect. 

The length of the 14 year plan is also highly problematic. The further you move from 

a historical test year, the greater the imbalances become between rate base, 

revenues, and expenses. 

In Decision No. 71845, (dated August 25, 2010) beginning at page 26, line 26, the 

Commission stated: 

”Despite the Company’s claims, we do not believe there is any 
valid reason for treating tank maintenance expenses differently 
from other properly incurred costs. Although we recognize that 
these costs tend to be cyclical in nature, that fact alone does 
not justify requiring ratepayers to support the Company’s 
accrual account methodology that would allow recovery in this 
case based solely on estimates adjusted by an inflation factor. ” 

The Commission made a similar finding in Decision No. 71 41 0, (dated December 

8, 2009), for Arizona American Water Company (now EPCOR Water of Arizona 

Inc.). Beginning at page 37, line 7 the Commission stated: 
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“We are not opposed to the Company instituting a 14-year 
interior coating and exterior painting program for its water 
tanks. However, we do not believe that it is necessary or 
reasonable to adopt the Company’s proposal for advance 
funding of a Reserve for Tank Maintenance at this time. 
Because the tank maintenance expense reserve account 
balance proposed by the Company is not based on known and 
mea sura ble Company expenditures, we find the normalization 
maintenance expenses proposed by Staff, which is based on 
a three year average of expenses for each district to be the 
more reasonable alternative. Staffs normalization adjustment 
will therefore be adopted for each of the six water districts. ” 

Q. 

A. 

Q. 

A. 

Has RUCO analyzed the effects of the projected tank maintenance expense 

in the Company’s other districts? 

Yes. In response to a RUCO data request, tank maintenance was authorized for 

Sun City in Decision No. 72047, page 58. Both Havasu and Mohave Water districts 

were authorized in Decision No. 73145. Decision No. 73145 was a result of a 

settlement agreement. 

What were the results of the Company requiring ratepayers to pre-pay for tank 

maintenance expenses in those decisions? 

The Tank maintenance expense was less than the level authorized by the 

Commission, and as a result ratepayers have overpaid, as shown below: 

Average Amount Amount that 
Amount Decision Decision Perlod Difference Days In that should have Company has Rate Payers Percentage 
Approved No. Date Ending in days Year Years been expended expended shorted Difference 

Sun City Water $362,000 72047 6/1/2011 10/31/2014 1248 365 3.419178 $ 1,237,742.47 $ 1,122,939 $ 114,803 72 9.28% 

Havasu Water $ 76,320 73145 5/1/2012 10/31/2014 913 365 250137 $ 190,90455 $ 74,000 $ 116,904.55 61 24% 

MohaveWater $244,608 73145 5/1/2012 10/31/2014 913 365 2.50137 $ 611,855.08 $ 399,579 $ 212,27653 34.69% 
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Q. 

A. 

Q. 

A. 

Has the Company explained why these costs must be pre-paid by 

ratepayers, and not recovered through a deferral or averaging of tank 

maintenance expenses? 

No. In addition] the Company has not shown that they are in financial distress, in 

fact the opposite appears to be true. 

What is RUCO’s recommendation? 

RUCO recommends removing the tank maintenance expense by $185,851 as 

shown on RUCO schedule 25. If the Commission is inclined to have customers pre- 

pay for tank maintenance expense, then any ratepayer money over-collected at the 

end of some future period, in this case 14 years, be refunded to ratepayers with 

interest. 

Operating Income Adjustment No. 9 - Depreciation and Amortization Expense (all 

districts) 

Q. 

A. Yes. 

Did RUCO make an adjustment to depreciation and amortization expense? 

Q. 

A. 

Has RUCO accounted for several accounting adjustments on this schedule? 

Yes. In addition, to the typical adjustments made to depreciation expense as a 

result of plant-in-service adjustments (e.g. Post-Test Year Plant). 
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RUCO has also removed the amortization expense related to the 24 month deferral 

of Allowance for Funds Used During Construction (“AFUDC”), as reflected in RUCO 

rate base adjustment no. 9, and described in Mr. Coley’s testimony. 

In addition, RUCO has also included the amortization of the regulatory liability 

created by the Company’s poor plant record keeping and abuse of the group 

depreciation methodology for both direct and corporate plant, as reflected in RUCO 

rate base adjustments no. 6 and no. 7, and described in Mr. Coley’s testimony. 

Q. 

A. 

What is RUCO’s recommendation? 

RUCO recommends decreasing depreciation expense by $501,828 for the Mohave 

water district; by $277,730 for the Paradise Valley water district; by $1,015,921 for 

the Sun City water district; by $90,770 for the Tubac water district; and by $24,120 

for the Mohave wastewater district. 

Operating Income Adjustment No. I O  - Property Tax Expense (all districts) 

Q. 

A. 

What method has the Commission typically adopted to determine property 

tax expense for ratemaking purposes for Class C and above water utilities? 

The Commission’s practice in recent years has been to use a modified Arizona 

Department of Revenue (“ADOR’) methodology for water and wastewater utilities. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did RUCO calculate property taxes using the modified ADOR method? 

Yes. As shown on RUCO schedule 27, RUCO calculated property tax expense 

using the modified ADOR method for both test year and RUCO-recommended 

revenues. Since the modified ADOR method is revenue dependent, the property 

tax is different for test year and recommended revenues. RUCO has included a 

factor for property taxes in the gross revenue conversion factor that automatically 

adjusts the revenue requirement for changes in revenue in the same way that 

income taxes are adjusted for changes in operating income. 

Has RUCO also made an adjustment to the property tax assessment ratio? 

Yes. Based on House Bill 2001 , RUCO has adjusted the property tax assessment 

ratio to 18.056 percent. The Company in its filing used an 18.50 percent 

assessment ratio. 

How did RUCO derive its property tax assessment ratio? 

Based on known and measureable rates from House Bill 2001 , and following the 

methodology that was approved in Decision No. 74568 (dated June 20, 201 4). 

Please explain the methodology used in Decision No. 74568? 

In that case an average of known and measurable property taxes were used to 

derive a property tax assessment ratio. 
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Q. 

A. 

Q. 

A. 

Does RUCO propose a similar methodology in this case? 

Yes. The Property tax assessment ratio is 18.5 percent after December 31, 2014 

and 18.0 percent after December 31, 201 5. Assuming three years between rate 

cases, and anticipating that Company rates would go into effect by September I ,  

2015, barring any more delays, RUCO has calculated the average to be 18.056 

percent (Le. 4 months at 18.5 percent and 32 months at 18.0 percent). 

What does RUCO recommend for test year property tax expense? 

RUCO recommends decreasing test year property tax expense by $1,159 for the 

Mohave water district; by $2,503 for the Paradise Valley water district; by $1 53 for 

the Sun City water district; by $2,821 for the Tubac water district; and by $1,209 for 

the Mohave wastewater district. 

Operating Income Adjustment No. I I - Income Tax Expense (all districts) 

Q. 

A. 

Q. 

A. 

Did RUCO make an adjustment to income tax expense? 

Yes, based on RUCO’s recommended revenue requirement. 

How did RUCO calculate income tax expense for the Company? 

RUCO applied the statutory state and federal income tax rates to RUCO’s taxable 

income. Income tax expenses for the test year and recommended revenues are 

shown on RUCO schedule 28. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Has RUCO also made an adjustment to the state income tax rate? 

Yes. Based on House Bill 2001, RUCO has adjusted the state income tax rate to 

6.00 percent. The Company in its filing used a 6.50 state income tax rate. 

Please elaborate on the provision contained in HB 2001. 

H.B. 2001 maintains the current State corporate income tax rate of 6.968% through 

December 31,2013. Thereafter, H.B. 2001 reduces the rate as follows: 

6.5% for taxable years beginning from and after December 31, 2013 through 

December 31,2014 

6.0% for taxable years beginning from and after December 31, 2014 through 

December 31, 201 5 

5.5% for taxable years beginning from and after December 31, 201 5 through 

December 31, 2016 

4.9% for taxable years beginning from and after December 31, 201 6 

What is RUCO’s recommendation? 

Based on known and measureable rates from House Bill 2001. RUCO 

recommends a state income tax rate of 6.00 percent. 

What adjustment does RUCO recommend for test year income tax expense 

for the Company? 

RUCO recommends increasing test year income tax expense by $367,109 for the 

Mohave water district; by $275,720 for the Paradise Valley water district; by 
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$394,111 for the Sun City water district; by $55,788 for the Tubac water district; and 

by $28,236 for the Mohave wastewater district. 

VI. OTHER ISSUES 

Power Cost Adjustment Mechanism (“PCAM”) 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Has the Company provided any evidence that it’s purchased power bills are 

skyrocketing, and the costs now must be passed through to ratepayers? 

No. Only that another water company was authorized a PCAM in a settlement 

agreement, and now all water companies are entitled to this adjustor. 

Has the cost of power increased? 

Yes, just as virtually every other expense. 

Has the Commission in the past laid-out criteria for water and wastewater 

utility companies on which to judge whether a Company should receive an 

Adjustor mechanism or not? 

Yes. In Decision No. 68302,7 the Commission noted the following: 

“Staff states that adjustment mechanisms have traditionally 
been used to mitigate the regulatory lag for volatile, very large 
expense items, and are useful when a commodity constitutes 
a utility’s largest expense, such as for electric utilities where 
purchased power is the utility’s single largest expense. ” 

Further in that case,8 the Commission stated the following: 

See Arizona Water Company, Docket No. W-01445A-04-0650, page 44 line 2. 
8 Ibid. page 45 line 21. 
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“There is a danger of piecemeal regulation inherent in 
adjustment mechanisms. Because they allow automatic 
increases in rates without a simultaneous review of a 
utility’s unrelated costs, adjustment mechanisms have 
a built-in potential of allowing a utility to increase rates 
based on certain isolated costs when its other costs are 
declining] or when overall revenues are increasing 
faster than costs due to customer growth. Adjustment 
mechanisms should therefore be used only in 
extraordinary circumstances to mitigate the effect of 
uncontrollable price volatility or uncertainty in the 
marketplace. ” 

In that case the Company’s purchased power Adjustor was denied. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Based on prior Commission criteria, does RUCO believe a PCAM is warranted 

in this case? 

No. 

Has the Company already asked for pro-forma adjustments to its power 

costs? 

Yes, and RUCO has accepted the known and measureable adjustments to power 

costs. 

What is RUCO’s recommendation? 

RUCO recommends denial of the PCAM, based on no meeting adjustor mechanism 

criteria laid-out by the Commission, and there simply has not been shown that there 

is a need for it. 
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Affordable Care Act Adjustment Mechanism (“ACAM”) 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Has the Company submitted evidence that because of the passage of Obama 

care insurance premiums have skyrocketed, and the costs now must be 

passed onto ratepayers? 

No. 

Have the cost of health care increased? 

Yes, just as virtually every other expense, the Company has conveniently used the 

passage of this legislation to ask for another handout from the Commission. 

Is this a cost that the Company can control? 

Yes. 

Were you able to evaluate this new proposed adjustor mechanism, against 

any criteria laid-out by the Commission in prior decisions? 

No. The Company has not provided any information, studies or data, and there are 

no costs to compare. 

Has the Company already asked for pro-forma adjustments to its salaries and 

benefits? 

Yes, and RUCO has accepted these adjustments. 
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Q. What is RUCO’s recommendation? 

A. RUCO recommends denial of the ACAM, based on lack of information provided by 

the Company. 

Low Income Program 

Q. 

A. 

Q. 

A. 

Has the Company asked for a low income program to assist residential 

customers in its other service areas? 

Yes. The Company has existing low income programs in its Mohave Water and Sun 

City Water Districts. The Company wants to establish programs that are similar to 

these programs in its Tubac Water, Paradise Valley Water, and Mohave 

Wastewater Districts. 

What is RUCO’s recommendation? 

RUCO recommends the establishment of a low income program. 

RUCO also recommends that the Company file a plan of administration that 

addresses how the low income program will operate in this docket, and provide an 

example(s) how the Company intends to fund the low income program (e.g. through 

a high block usage surcharge). 
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Utility Plant-In-Service Records 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Is it customary for Utility Companies 

applications, schedules supporting their plant additions and retirements for 

each plant account, dating back to the last rate case? 

Yes. In fact it is part of the required schedule for smaller utilities using Staffs short 

form rate application. 

provide in their rate case 

Are you aware of any A size utility companies not filing these schedules as 

part of their rate case application or shortly thereafter? 

Only EPCOR, as they did in the Chaparral case.g 

What was RUCO’s recommendation in the Chaparral case? 

RUCO recommended that EPCOR include in all future rate case applications (for 

all districts) plant schedules that include plant additions, retirements, and 

accumulated depreciation balances by year and by plant account number that 

reconcile to the prior Commission decision. 

Why did RUCO not pursue this issue in its legal briefs? 

RUCO backed off its original position, as the Chaparral Water Company 

complained it was previously run by Golden States Water Company and not Arizona 

American, and they were having trouble receiving plant records from Golden States 

See direct and surrebuttal testimony of Jeffrey M. Michlik in Docket No. W-02113A-13-0118. 
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Water Company. Through informal conversations with representatives from the 

Company they assured RUCO this would not be a problem in future rate cases. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Were the problems encountered in this case the same as those encountered 

in the Chaparral City Water Case? 

Yes,lo in that case RUCO and Staff were chasing plant balances into the hearing, 

and in fact the hearing had to be moved back in order to reconcile the plant 

schedules. 

So now there is an established pattern of EPCOR, Inc. not providing plant 

schedules to  support their rate case  application? 

Yes. 

So why is this a problem? 

First, the Company’s plant is a primary driver of the Company’s overall revenue 

increase. Under the rate of return on rate base methodology, the revenue 

requirement is based in large part on the Company’s investment in its plant between 

rate cases. If the Company cannot support its plant balances, it means its revenue 

requirement and rate design are also flawed. This may be why Staff recommended 

that the Company file a new rate application. 

lo See Direct and Surrebuttal Testimony of RUCO witness Jeffrey M. Michlik in Docket No. W-02113A-13- 
0118. 
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Second if there are no plant schedules in which to perform audit procedures. This 

delays the nature, timing and extent of the audit. 

Q. 

A. 

Please explain further? 

As mentioned earlier most Companies with the exception of EPCOR, file plant 

addition and retirement schedules on or soon after they file a rate case application. 

RUCO, Staff and other intervenors, then select plant balances by year and NARUC 

account number for audit work, which requires the Company to support its plant 

additions usually through invoices or other supporting documentation. 

However, RUCO could not get to this point, because the Company was continually 

correcting its plant numbers. For example, in the Paradise Valley Water District 

the amount presented by the Company for NARUC account 331 Transmission and 

Distribution Mains (TD Mains 10 inch to 16 inch) was $8,382,610 in a prior iteration, 

and in a later iteration the balance was $9,382,610 at the end of calendar year 

201 1. This error was not just isolated to a specific NARUC account or district, but 

was prevalent throughout the Company’s continual revision of its schedules. After 

submitting the first version of the 6th iteration, the Company stopped updating the 

numbering of future revised iterations, but continued to provide updates to all of its 

district plant schedules (RUCO estimates the Company submitted a total of 15 

iterations). The rate case process simply cannot work, when the Company is 

creating new and supplemental plant schedules during the rate case. This 
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ultimately led to a new procedural order being issued by the hearing division that 

moved back the filing dates and hearing. 

As RUCO stated in the Chaparral case, not providing plant schedules that support 

the Company’s rate application is frankly inexcusable.ll 

Q. 

A. 

Q. 

A. 

Do EWAZ’s comments we don’t know what Staff and RUCO want,I2 surprise 

RUCO? 

Yes. The Company’s predecessor Arizona-American always filed plant 

additionhetirement and accumulated depreciation schedules by year and by 

NARUC account number that tied to the beginning balances from the last rate case. 

So this begs the question - what has changed? 

Has this been a problem with other large water and wastewater companies in 

Arizona? 

No, not to my knowledge, Liberty Utilities, and Global Water Company file these 

plant schedules with their initial application. 

l 1  Ibid. 
l 2  As was stated by the Company’s council in the procedural conference held on September 12, 2014. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Does the Company’s corporate attitude surprise RUCO? 

Yes. In the Company’s pleading they are more concerned a,out corporate profit, 

rather than correct plant balances and accounting records.13 

What does the National Association of Regulatory Utility Commissioners 

(“NARUC”) Uniform System of Accounts (USoA) state? 

“All books of accounts, together with records and memoranda 
supporting the entries therein, shall be kept in such a manner as to 
support fully the facts pertaining to such entries. The books and 
records referred to herein include not only the accounting records in 
a limited technical sense, but also all other records, reports, 
correspondence, invoices, memoranda and information useful in 
determining the facts regarding a transaction. ”I4 

What does the ACC administrative code state? 

A. “A.A.C. R14-2-102 provides in relevant part: 

B. All public service corporations shall maintain adequate accounts 
and records related to depreciation practices, subject to the 
following: 

I .  Annual depreciation accruals shall be recorded. 

2. A separate reserve for each account or functional account shall be 
maintained. 

3. The cost of depreciable plant adjusted for net salvage shall be 
distributed in a rational and systemic manner over the 
estimated service life of such plant. 

4. Public service corporations having less than $250,000 in annual 
revenue shall not be required to maintain depreciation records 
by separate accounts but shall make annual composite 

I 3  See the Company’s response to RUCO’s motion to compel, page 1, line 18 docketed on August 25, 
201 4. 
l4 NARUC USoA - Accounting Instructions for Class A Water Utilities. 
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accruals to accumulated depreciation for total depreciable 
plant. ” 

‘A.A. C. R14-2-411 also states the following: 

D. Accounts and records 

1. Each utility shall keep general and auxiliary accounting records 
reflecting the cost of its properties, operating income and expense, 
assets and liabilities, and all other accounting and statistical data 
necessary to give complete and authentic information as to its 
properties and operations. 

2. Each utility shall maintain its books and records in conformity with 
the NARUC Uniform Systems of Accounts for Class A, B, C and D 
Water Utilities. 

3. A utility shall produce or deliver in this state any or all of its formal 
accounting records and related documents requested by the 
Commission. It may, at its option, provide verified copies of original 
records and documents. ” 

Q. 

A. 

Q. 

A. 

In Summary, does RUCO have concerns about the Company’s internal 

controls over their plant records, and lack of compliance with both NARUC 

USoA and the ACC administrative code? 

Yes. 

What are RUCO’s recommendations to address these problems? 

RUCO recommends that: 

1. EPCOR include in all future rate case applications (for all districts) plant 

schedules that include plant additions, retirements, and accumulated depreciation 

balances by year and by NARUC plant account number that reconcile to the prior 

Commission decision. 
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2. EPCOR file an accounting action plan that will correct its lack of internal controls 

over its plant schedules and records, within 90 days of a decision in this docket. 

Q. 

A. 

Does this conclude your direct testimony? 

Yes, it does. 
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[Clarification added Oct 3: Just to be clear, I asked these questions as a 
hypothetical. There are no proposals that I'm aware of to sell EPCOR as a 

Transmission assets in Edmonton. The Capital Power spin-off was it.] 

In a nutshell, the city regulates water and wastewater, and as regulator 
approval would be required if ownership of the potable water plants, the 
water pipes, or the wastewater plant were proposed to change. This 
decision would come to a council meeting. 

Furthermore, even though Electricity distribution is regulated by the 
province, there is a franchise agreement in place for the use of right of 
way for power lines and any change to this agreement would also have to 
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come to council for approval. Electricity transmission assets (high voltage) 
are treated differently in terms of regulation and other legalities, so the 
sale of such might not come to a Council meeting. 

The report indicates that EPCOR would also need to seek approval from 
its shareholder (also the City). which it normally would do at a closed 
meeting, to sell any major assets. 

So what we've learned is that the process might start behind closed doors 
between company and shareholder, but in the case of the utilities that 
people have expressed concern to me about losing (namely, water, 
wastewater and power distribution) there would be a Council debate on 
the matter - one would hope that this would not occur in private. 

Councillor Henderson proposed a motion aimed at changing some of the 
governing documents to explicitly require that there be a Council meeting 
to consider any proposed sale of major assets in Edmonton, but it was 
defeated 7 to 5. I supported his motion. 

In fairness, there was disagreement among councillors about the practical 
realities of owning a competitive business, and how this conflicts with our 
desire for transparency as elected officials. In this instance I leaned 
toward transparency going forward, having learned a valuable lesson 
about what a relative lack of transparency in the Capital Power decision 
process led to in terms of confusion and angst among the public. 

BACK TO TOP 
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shares will be used by EPCOR to build the water, wastewater and 
electricity distribution and transmission businesses. 

It's now possible for me to say more about the rationale for the decision 
since the Initial Public Offering (IPO) of shares is complete. During that 
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IPO, so we couldn’t talk plainly about the risks and strategic assumptions. 
Remaining neutral on the promotion of the IPO was part of the motivation 
for taking the decision in private - becoming a promoter has legal risk 
attached to it, and the City could be an attractive target for shareholder 
litigation. 

It has been argued by critics of the decision that the dividend (which is 
forecast by the city to be $133 million this year) will fall because of this 
sale. This argument makes an assumption that the dividend would have 
continued to grow steadily as it has for many years, or at least remain 
constant. This should not be assumed. The first bit of fine print on every 
risk-bearing investment is ‘past performance does not guarantee future 
results’. 

There is also regulatory risk to consider: if and when stronger 
environmental regulations & pollution pricing come to bear on high 
emissions industries, the power business could change significantly - and 
the kinds of strong, growing returns EPCOR has seen from that line of 
business could at the very least become more volatile, which would not be 
in the city’s interest.[l‘ve quoted the relevant paragraphs from the 
prospectus below.] 

The investment risk is lower in the water. wastewater and electricity 
distribution and transmission businesses, all of which are regulated and 
provide a stable return. Truthfully, EPCOR was becoming generating- 
heavy and as an investment, EPCOR needed to be rebalanced toward 
lower risk. This decision, I think, was in the best interests of the city from a 
risk management perspective. 

I believe the main concern, however, is the way in which the decision was 
made. The legality of the process in the Capital Power decision is now 
before the courts. In ruling on an application for interim injunction to stop 
the IPO, Justice Hawco’s of the Court of Queen’s Bench made some 
widely reported remarks to the effect that some of the reasons for privacy 
displayed ‘a lack of faith in the intelligence or common sense of the 
citizens’, (as reported, p l l -12 of the ruling) but he also ruled that there did 
appear to be “valid concerns by EPCOR about going public before the 
prospectus was filed.” Justice Hawco also indicated, and this also was not 
widely reported, that “The sale of the electrical business of the city as 
managed by EPCOR could have been more transparent, but the sale was 
made in the best interests of EPCOR and the best interests of the citizens 
of Edmonton.” [I’ve uploaded a PDF of the full ruling here: CQB decision 
Pidruchney vs. COE et al (http://www.doniveson.ca/wp- 
content/uploads/2009/O7/CQB-decision-Pidruchney-vs.-COE-et-al.pd~.] I 
understand this litigation is continuing. 

I am on record saying that that 1 reluctantly supported taking the decision 
in private. I am also bringing a motion to Council on the 22nd of July 
designed to ensure that any decision to sell any former city-owned assets, 
or EPCOR asset that directly serves Edmontonians (Le. the water and 
wastewater plants, water pipes and electrical distribution and transmission 
infrastructure) cannot be sold using the same process. I’ve been accused 
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of inconsistency in pushing for this but supporting, albeit reluctantly, the 
behind-closed-doors process for the Capital Power decision. However, the 
complications I described in my previous post do not apply with the 
regulated parts of EPCOR. I hope my motion will pass and provide 
reassurance that these municipal services will remain with EPCOR. 

The Capital Power prospectus includes the following 
about environmental risks: 

I http:/ldonivcson.ca/epcor/ 
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“Many of the Company’s operations are subject to 
extensive environmental laws, regulations and guidelines 
relating to the generation and transmission of electricity, 
pollution and protection of the environment, health and 
safety, GHG and other air emissions, water usage, 
wastewater discharges, hazardous material handling, 
storage, treatment and disposal of waste and other 
materials and remediation of sites and land-use 
responsibility. These regulations can impose liability for 
costs to investigate and remediate contamination without 
regard to fault and under certain circumstances, liability 
may be joint and several resulting in one contributing party 
being held responsible for the entire obligation. 
”On April 29, 2009, the Canadian Environment Minister 
announced in a media interview that the Canadian Federal 
Government is planning new climate change regulations 
aimed at coal-fired power in Canada’s electricity sector. 
The regulations would purportedly require all newly 
constructed coal generation plants to use technology to 
capture GHG and inject it underground for permanent 
storage. Compliance with this and other known and 
unknown environmental regulations may require material 
capital and operating expenditures and failure to comply 
with such regulations could result in fines, penalties or the 
forced curtailment of operations. Further, there can be no 
assurances that compliance with andlor changes to 
environmental regulations will not materially adversely 
impact the Company’s business, prospects, financial 
conditions, operations or cash flow. 
“The Company’s business is a significant emitter of C02, 
NOx, SO2 and mercury and is required to comply with all 
licenses and permits and existing and emerging federal, 
provincial and state requirements, including programs to 
reduce or offset GHG emissions. 
“EPLP’s wood waste plants may also be subject to SO2 
and mercury reduction requirements within the next five to 
seven years. In addition, the decreased availability in 
waste heat used by EPLP’s Ontario plants may lead to 
increased emissions and decreased allowances being 
allocated with respect to these facilities. There are a 
number of uncertainties associated with the estimated cost 
of compliance with these existing and emerging 
requirements. It is not yet clear as to the form in which the 
new carbon and GHG regulations will be implemented or 
whether such regulations, when implemented, will reflect 
the proposed regulatory aims. In addition, the Company is 
not able to determine the extent to which future compliance 
costs will be recoverable from customers or whether such 
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costs may be shared among emitters, customers and 
stakeholders. Other unknown factors include the future 
composition of the Company’s generation assets, the 
future production of electricity from the Company’s 
generation assets, the extent and timing of the 
development of carbon offset markets, whether 
economically feasible emission-reducing technology will 
emerge, the market price for carbon offset credits and 
other measures that the Company might undertake to 
reduce its emissions. Compliance with new regulatory 
requirements may require EPLP to incur significant capital 
expenditures andlor additional operating expenses.” 

BACK TO TOP 

WHAT CAN HAPPEN WHEN YOU 
SEM I - PRIVATIZE TH I N GS 1 

(HTTP://DON IVESON .CA/2009/05/15/WHAT- 
CAN-HAPPEN-WHEN-YOU-SEMI- 
P R I VAT1 Z E - TH I N G S / )  
posted May 15th. 2009 in 2007-2010 Term (http://doniveson.ca/2007-20lO-term~, 

A fiscally responsible city (http://doniveson.calfiscaI/). EPCOR 

(h ttp://doniveson.ca/epcor/) 

[Revised for clarity at 8:28pm same day] 

I’m limited in the aspects of the recent EPCOR restructuring decision 
(http://www.epcor.ca/en-ca/about-epcorlnews- 
publications/NewsReleases12009/Pages/050809a.aspx) I can discuss, 
which - let me tell you - is an incredibly frustrating position for a public 
official to find himself in. 

I can say that I supported the decision and that I think it‘s the right move 
for EPCOR, and by extension for the city. I might not have supported 
privatizing the assets back in 1996, but with that decision long behind us, 
this was the right move now given the context. 

Now, By way of background to the decision making process, the first thing 

to understand about the relationship between the Municipal Corporation of 

the City of Edmonton (the City) and EPCOR Utilities Inc. is that the [atter 

is an incorporated private for-profit business that happens to be owned by 

the City, and operates as such with some specific conditions that were 

imposed when the city transferred the assets over to EPCOR in 1996. 

Some of these conditions, which also limit the City’s powers, are found in 

http://doniveson.ca/epcor/ 
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a contract called the Unanimous Shareholder Agreement, which the City 

Council of the day agreed to; in it the Shareholder (the City) grants control 

of the company to the Board of Directors (which the City also appoints) to 

direct the company - and reserves powers related to, among other things, 

authorization of any restructuring, major purchases and/or divestitures 

(sales). 

Since 1996, several significant things occurred that ultimately shaped our 
decision to authorize the restructuring of the company and permit a spinoff 
of the electricity generating component: 

1. The province deregulated electricity generation in 2000, which 

changed the risk profile of that part of EPCOR's business. 

2. In 2005 EPCOR, with the approval of the shareholder (Le. the 

City) authorized the sale of units in the EPCOR Power LP (Limited 

Partnership) which is an income trust. Units of the trust are traded 

in US and Canada making all decisions and communication 

regarding decisions subject to securities law (including minority 

shareholder protection) in both countries - which regiments 

disclosure of decisions affecting the business. 

3. The federal government announced changes to tax law in 2006 to 

tax income trusts, impairing some of the advantage of the trust 

model for raising money to invest in the growth of all parts of the 

company. 

In other words, a series of Council decisions stretching back to 1996 
created the room, then closed the door behind which my colleagues and I ,  
acting as EPCOR Shareholder representatives, came to the decision to 
authorize the restructuring. Changes in the regulatory and tax 
environment initiated by other governments also contributed to the 
situation. 

Page 7 of 8 

Scott McKeen wrote an interesting piece in the Journal about the peculiar 
duality of our duties as a Council and as EPCOR's Shareholder, which 
you can find here 
(http://www.edmontonjournal.com/opinion/Epcor+deal+shines+light+voters+need+stay+ale~+involved/l599350/story.htn 

If you want to know more about how Capital Power will operate, and what 
EPCOR - as the majority owner - expects of it, please refer to the 
prospectus for the Initial Public Offering (IPO) of shares, which can be 
accessed here (http://www.sedar.comiDisplayProfile.do? 
lang=EN&issuerType=O3&issuerNo=OOO28458). 

As an appendix, I'd like fo set some myths to resf that I've encountered: 
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1. Absolutely nothing is being "given a way, 'I proceeds from the sale 

of shares of Capital Power will be used by EPCOR to expand the 

potable water, waste water treatment and power transmission 

businesses. 

2. Payments from Capital Power to EPCOR will allow EPCOR to 

continue to furnish the City with a dividend. 

3. This decision was not connected to the Gold Bar Waste Water 

Treatment Plant transfer to EPCOR earlier this year, and neither 

move was conditional on the other. 

4. Contrary to some reports, the mechanisms for ensuring the head 

office of Capital Power remains in Edmonton are much stronger 

than the provisions that failed to keep Telus here after EdTel was 

privafized. 

BACK TO TOP 

0 2009 Don lveson 

(http://www. youtu be.comlchannellUCMKLe5Qnc2GNKr82XeY- 
(https:&WQjlWk&.$d mh-&on k& a)o r) 

No tax dollars were harmed in the making of this site 
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EDDMOXTOY, July 7,2009 /DRE;ewswi+re vi;l C0MTF.X News Network/ -On Jone 30,1009, an action was 
conunenced in the Court of the Queen's Bench of Alberta, Jndicid District of Fdniontoii by Gil klcGowvan 
on his OWTI behalf and on behalf ofall of the affiliates of the Alberta Federation oflabour, Terry Jardine on 
his own behalf and on h h l f o f  all of the members of the Canadian Union of Public Employees, Local 30, 
and L m  Derhch on his own belwlf arid on behalf ofall of the members of Cilic Senicc Union 52, rnakiug 
claims relating to Capital P o w r  Corporation's proposed initial public offering and related transactions. 

n e  claim names The City of Fdtnonton, EPCOR Utilities Inc. and Capital Power Corporation as defendiints 
and alleges, among other things, khat certain purported actbas  taken by the City of Fhiontoii in 
cotinec.?ion with the proposed initial pi~blic offering were outside tho jurisdiction of the municipality under 
the Municipal Government Act. Based on its review of the available infonnation, Capital Power Corporation 
believm that this ~Wim is without merit and intends to vigorously defend itself. 

This comiiiunication does not constitute an offer of securities for sale in the United States, and the 
securities referred to in thiscommunication may not beoffered orsold in the United States absent 
regklration or any exemption from regbtrakion. 

About EPCOREPCOR's ruholly-owned sitbsidiaria build, own and operale power plants, electrical 
tmnsmtisiou and distribiitioo nen\m&., imter and wastewater treatment facilities and infrdstiucture in 
Canada and the United Statcs. EPCOK. headquartered in Edmonton, Alberta, Ins been n a n d  one of 
Canada's Top 100 employers for nine consecutive yeas, and was selected one of Canada's io Most b r t h -  
Friendly EnipIo).ers. 

Stocldiouse.com, T u a  .h ty  7 3009 

Tagged under: , I  

Good afternoon. In a lay ,  I am here to&JF in two capacities 

I'nl here fils1 as the Pivsidmt of  tbe r\lbeila I'ederation of IAonr, which is our province's largest labour 
organi7ation. representing 29 unions and I 15,000 nicmbers. 

As a pro\incinl ndvocnc?-oi~inization, our fwus is usudly on issues oiprovitlcial policy 

Rut e\-elq'onre in a while, a local issue comcs ah!: tlnt has the potential to alfecl a broad range of our 
uiuiiheis, not just as tvorkers and nnion nirnihrrs, bill ;dsu ;is taxpayers arid cilizcns. 

'I'be pn)posal in front of us today - tu transfer $8 billion of City o \ m d  and c.ontroIl4 asset5 to EPCOK - ii 
one o f  those isnies. That's the first reason I'm here. 

The second reason I'in here is ntorc personol. A s  some oi you olay reitieiiilxr, up until wry  recently. 1 wis 
chilir oicornniunity plmuing fnr [lie Str~llic:cina Con~muoity Iwgne. Even thouxh I've moved on from tha1 
position, I'm still a p i w d  l:(hiimtuni;in iind issues of mnnicipal planning iind tlc\rlopment are still near 
and dcar to m)-hcait. 

Given 111)' background, and the rnagiitiidc of [lie dcvisioo Cuuncil is ahout to ni;rke, I sirupl>- roulcl not 
reimiiii 011 Ihr sidelines. 
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At this point 1'11 admit that there are prolmbly many other people better versed in the technical detitils of 
this proposal. So I won't ti)- to delve into the intricacies of the transfer. 

Instead. I simply want  to rake ii few questions that continue to float in my head (pardon the pun) 

The 6rst question is this: why are we tping to Ex something isn't broken? 

The Drainage Branch is a veiy we11 nin city senice. It's regarded as one of the highest quality system in 
North .America. The Goldbar pliant is one olthe hest examples of environmental stwardship and egective 
water treatnient on the conlinent. And even more importantly, Edmontonians, are very satisfied with the 
senice. 

So why. ifwe've got such a good thing going, do we want to niw with it? 

FJCOR has indicated it \miits to combine its expertise with the expertise from the Drainage Branch to 
crcilte a Centre of Fxcellence. What I don't understand is why we need anulglmation to have cooperation. 
Surely EF'COR and the Drainage Brach a n  collaborate within the existing corporate structures. 

My second question comes in two parts: why does EPCOR \\ant the assets? And wlmt*s in it lor citizens? 

Reading the ['rice Wdterhouse repor! and heating thediscussions up to this point it seem to me that this 
proposal is alwut hvo things - getting lower iuterest rates on loans for EPCOR, and making EPCOR more 
competitiw for contrxts untdde of Fdnionton. 

But, is what's good for EPCOR nt-xssarily good for the citi7.n~ of Edmonton? Is it really worth gMng up 
direct contiol of ow City's Iaiy+est asset in aider to help EPCOK shave a quarter point off the l0;lns they 
nwd for corporate expansion? 

O n  the suhject of locms, I'm also concerned that any gain for EPCOR might be balanced by a loss for the 
City. If they get lower inlerest because of increased assets couldn't the city face higher rates because of 
rediiced assets? Just as importantly, this proposal would essentially nwan that our public assets would be 
turned into debt to help finance corporate expansion. L'm pretty sure that most taxpa)ers would led 
justifiihly uncontfortable having their public assets used to tindenmite potentially risky business ventures. 

'he third big question I have is: how is all of this going to affect the Cily*s futurc derelopment planning? 

If EPCOF. owns the drainage assets, then they control the decisions about liow those assets will he 
deployed, expanded and updated. 

This has huge ramifications for Fklniontonians for h w e  development. 

\ a n t  leaves me feeling particularly onsettled is knowing, as I do, that not a single City Councillor sits on 
the EPCOR board ~ and that all interaction between EPCOR and City Councillors as shareholders is secret. 

As a cilhen, I would feel much more comfortable kumring that decisions abont the future development of 
the city will be made here in this chamber, in an open forum and by people who are directly accountable tu 
voters -lather thm by corporate managcrs I)ehiiid closed doors. 

llie fourth unanswered qiiestion I have is this. bow is this tmnsfer in the pohlic interest? 

When preparing for this prcsenkition, I went searching for tangible ivays that Fklmontonians would benefit 
from the tl;lnsfer. And you know, I was h3rd presml to find any. 

Will it lead to lower iates for taxpayers? Apparently not. 

\.Vi11 it lead to better senice:' I've SCCII no evidence it will. EFCORs plan i s  to use the new assets to huild its 
portloliu outside of Edmonton. Impruving senice here in the City is seconctav. 

h'ill it help us plan for our futurc Letter? No, it will actually take planning power array from accountable, 
elected officials and put it in the Iinnds ofunrl&t.d coyorale nianagcrs wliose interests may not coincide 
witli the public's interest. 

In  the end, I think there nresimp1.v too manytroouliling questions attarlied to this pniposil. 

I urgP you I O  think alwut these questions, ;ind only m x e  foiwwd if roll aye coiiipletely confident alwilt the 
ans~~~ers .  Let's uot s;icriAcc pulilic control over developmenl for the sake of corpuixtc ellipire-huildiug 

Thank you 
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The Alherta Federation of Labour and the city's two big@ onions plan to ask a pm\incial jitdgc toiiiorivw 
to block the sale of the plants tliat had been owned hy Epcor Utilities he., the city-omed utility, the unions 
said in a stateiiient today. 

"We are arguing that city council had no legal a i ~ t h o c i t ~  to make the decision to privatize Epcor's power 
generation," Gil McChmn, AFL's president, said in the statement. "If they did not have the legal right to 
make the decision, the decision cannot be considered valid." 

Capital Power, in the biggest 1PO in Canada in 18 months. sold 21.8 million shares at CS23. and ilscd the 
nioney to buy Epcor's power-generating business. The company pmduces dhoiit 3,300 mepawtts from 31 
plants in Canada and the U S .  

An Aibertrl judge on July 3 denied the unions' request to delay the closing of the [PO, ruling that he wasn't 
satislied that there was any real merit in the unions' application. according to July 7 statement from Capital 
Power. 

Capital Power and Epcor have denied any rvroilgdoing. 

Blooniherg.com, Thurs .%pt IO 2oogByline: .Joe Schneider 

Tagged under: i % 3 

< , i ~ ~ i t , i I  t 'ot \Lsr  \ i i i i i $ j t ' t  k lt.i l iL~ii;,d I r c  t our'[ 
Three I d b u r  unions clkillengcd city coancd's pmate appro\ dl of a miilti-billion-dollar de:d involving Epcor 
slwres at the Alberta COUIZ OfQueen's Bench Idst week. 

The Alberta Federation of Libour, with Civic Senice Union 52 and the Canadian Uuion of Public 
Fmployces 30, attacked the khiud-closed-doors approach of couiieillots and Mayor Stephen hlandel in 
April to help place the municipally owned iitility's power generation branch with a new coinpany, Capital 
Power, and offer public shares. 

"We believe city coiincil acted illegally," Alberta Federation of Labour president Gil McGorrzn says, "We 
argiied that thc process followed by cooncil contnvencd important sections of the Municipal Government 
Act, in particitlar the sections requiring council to make their decisions in public fonims and the slctions 
relattd to delegation.* 

Dill Pidruchne)., a local lawyer and former head of the Alberta Securities Commission, attempted to get an 
injunction ap ins t  the sale of shares in Capital Power on similar gounlts in July, and Lost. 

Courrcillon hiive argued they are exempt fmni iiwking decisions in the public domniu u\.hile acting a5 
shxeholders, a.. they do wilh Epcor. Mowcver, McCmwan thinks thc shareholder titie does little to d c h d  
their private actions. 

"The MGA says that the council has to ineei in public, but it docsu't yay aqthing a b u t  shareholders," he 
explains. 'Tlic shareholders grooiip has no legal existence nnder the MGA, which clearly states tbat city 
council wn only delegate its decision making aothority to cormnittees of council, or the chief administrative 
officer. 

"'ilierefore any decision made by that gimp is not valid." 

Kpcor spokespeion Tim le Itiche disagrees: ?lie only thing we can say i s  what w'vc been saying all along, 
and that is that Epcor believes the claims are withoot merit, and we d l  ~~goiimi~sly dcfcnd ourselves as we 

have done." 

\\ritli arguments from Epcor, city council, and the union coalition completed, the case nux  awiits Justice 
Stcphcn Hillicr's ddibenitioii.If he decitles the iinion roalition's claiiiis do hale merit, it is pussihle the s;ile 
ofshares may be declared invalid, 

R.l&owan recognizes the huge iinplicatioiis of stich a niling 

"'lhtw's ;ibsolutely no doubt that ii declaration froni thecourt nullifying the privatization \\ill CJIISCR h q e  
headache k ~ r  evciyonc who hug l i t  s h a m  in the initial piihlic olkiug." he ST!%. "Uut in o u r  pcispectiw, 
tlrc intcrests of investors have to lakc a hick seat to the inkrestsofthe people who own ~ h c  a s e t s  and 
didn't haven siiy in their sale."A ruling is expccted to come dorm in the corning wccks. 

Sce Magazine, 'rhus Scpt 1: soogBylinc: 'filii Cooper 

Tagged under. 

The Alhcrta Coiirl of ()iieen's I:eiich totla?. is hearing a case tlial could potcnti;illy m w t i i n i  thc ~ i i u l l i -  

hilliori-dollar deal that saw EI'COR's porver geiieriilion ciipacityspon off inlu ii newcoinpan) and a portiori 
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ofthe shares sold to investors in a public offciing. The cxse h a s  h e n  launched by three bbour union 
groups, including the Alberta Federation of Libour, CUPE 30 and CSU 52. 

The case m-olves aiuund whether Edmonton City Council acted in a leg11 manner whcn it held a "hehind- 
closed-doors" shareholdcrs' meeting to make the decision to spin off the assets, valued at $223 billion. 

'The legal point, at its ~vre, is both simple and inipoilanl," sals AFL President Gil McCowin. 
"Municipalities are required under law to operate in particular ways. We suggest that when it rnade the 
EPCOR privatization decision, the Cit 
Cmvernuicnt Act." 

The Municipal Government Act (MGA) reqnires that all decisions by a City Council be made in public. It 
also clearly re?;tricts to whom a City Council can delegate its authority. A City Council cannot delegate its 
decision-nwking porrers to anyone it  chooses - there are strict limitations to whom it may delegate, naniely 
only to a Council Committee, the Chief Adniinistiative Officer or Dcsignated Officer. 

The City argues that when nwking decisions about EPCOR, Conncil is not actin:: as a City Council under the 
&IC& but as a "shareholder," and therefore the rules under the MCA do not apply. The legal d i d i t y  of this 
"shareholder" status is the key poin! at issue in the lawsuit. The groups contend that the "shareholder" has 
no legal validity under the MCA, as the Council is prohibited from delegating to such a collection or 
individuals. 

"For years, City Council has ducked public accounubilily for its EPCOR decisions by hidiiig hehind the 
cloak or'the shareholdcr'," says Dave Loken, spokesperson for the Coalition of khuonton Civic Unions. "As 
it turns out. this cloak nmy he illegal." 

If the court dcdares the decision invalid. i t  is unclear what will happen next. Potentially tlie judgceould 
order the sham ofrering invalid, and the Capital Power deal would lmve to be reversed. 

There's no doubt this could cause a huge headache for the big institutional investment outfits that hought 
stocks in Capital Power," says McCo\ran. "But, frankly, the intcrcsts ofinvestors need to take a back seat to 
the interests of the citizens of &Inionton who own the assets in question. The most important thiug to conic 
oiit of this case would Iw public accountahility. City Council does not get to act with disregard to thc public 
intercst. And they don't get to use  their so-called delegation powers to do an cnd nm around the denioc.ratic 

led to mcet its obligations to the public under the Municipal 

pmCeSS." 

"The citizens of Edmonton were shut out of the decision lo privatize one of our most important assets. We 
need to get those assets back- or at the wry least, makc sure this never happens again," concludes loken. 

- 30 - 

For more information call: 

Gil McCown, AFI. President @' (780) 218-gS88 

Daw Lokcn, Coalition of Edinontoii Ci\ic Unions (3 7So-448-8981 (office); ?30-237-Y656 (cell) 

Tagged under: - 1 1 

The law courts are tlie scene ofa legs1 showdown over EI'CWR today.Unioii groups are hying to convince a 
Court of Queen's Bench judge tlu! the city had no legal right to priwtix EPCOK's power generation assets. 

Union leaders say it's all about tlie public interest, not about jobs or union contracts. "We're p&g 
thousands of dollars in lawyers to fight this kind of thing. They h a w  a whole army oflaw~ers to fight this 
bud of thing, of which actually they're using our taxpayers' money to fight us with," s a p  UJW Loken of the 
Coalition of Edmonton Civic Unions. '"The wholc things s t ink  lo high hca\.cn.'* 

"Our case is rcally ahout democracy," says Alhcrta Federation of labour presidmt Cil  M d h v a n  (alwve). 
'Thcw is a pr<x*ess the city should have follo\ced, and that process is outlincd in the Mnnicipal Government 

vigorously defend uurselvcs," s a p  Tim 1,cRichc with EPCUIZ. "Heyoud that, thc proper pkre for the issue t~ 

he discussed is in thc coiirtroom."Court is hearing arguments rruin l a y e r s  on all sidcs today. 

KelYFS80, Fri Sept 11 2005) 

ing a wit-and-see sppmach."EPCOI< be l iew the case h without merit and we will 
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Financial results showing that EPCOR lost $56 million in the third quarter of 2009 should be a wake-up 
eall for members Edmonton City Council who voted six months ago to relinquish control over S j  billion 
worth ofelectF1.al p o w r  generation assets previously owned by the citizens of Fhiiontou tkrough EPCOR. 

"In 2008, before the City spun off EPCOR's power generation assets, EYCOR \*.as so profitable tlwt it 
generated a $130 million dividend for the City of Edmonton which allotved them to keep municipal taxes 2s 

per cent lower than they would Iwve been othenvise," said Gil h.lcGorcln, president of the Alberta 
Federation of Lalmnr, one of three union groups that took the City of Edmonton to court in a bid to slop the 
spin off. 

"Without the power generation assets, \\-liich were responsible for something like 70 o r  80 per cent of 
EPCOK's profits, EPCOR hill never be the cash cow that it was for the citizens of Wnlonton. And that 
means the City will either have to increase taxes dramatically o r  consider deep cuts to basic senices. 
Obliously, neither of these options is particularly appealing." 

MrGowan says thegrd quarter restilts are illuminating not onlybec;iuse they show that EPCORlast $56 
million (compared to a profit of $76 million for the same three moutlls Last year) but also because they 
show that EI'COK has bcwn drJmatically diniinishcd a a corporation. 

"With the spin-off of power assets to Capital power and the privatization of 30 per cent of those a,*&, 
EPCOR has been transfunned Imm a corporatiouwith nearlya billion dollxsworth oFmenw each 
quarter to a curporatioo with onlyahout $3 j o  million of revenue each quarter," says htcCowan. 

"EI'COR CEO Don Lowry called a ncws conference today to reassure Flniontooians that the new EPCOR, 
minus its most valuable assets, hill somehow continue to generate similar level s of incorne for the City. Rut  
he's living in a fantasy world if lie thinks his dramatically diininished corpordtion \\ill ever geiicrate $130 
million in dividends for the citizens of Edmonton. You can't give away the asscts mpoiisihle for 80 per cent 
of your profits and expect to continue niakiug the same kind of money. Ilie numbers just don't add up." 

WcGorvan says he h o p s  WCORs dbmal iwults will convince membets ofcity Couiicil to admit a mispake 
WIS made and stop the anticipated sale ofthe 70 per cent of power generdtion assets that have not yet been 
privatized by Capital Power. 

"The good news is that there's still a chance for City Council to dd the right thing and reassert their control 
over our city*s remaiuing p o w r  assets. nut that will reqiiire strong leadership and political uill. Ifit's hope 
that menilrrs of Council have the interiuil fortitude to do the right thing." 

-30- 

For more information call: Cil McCowan, AFL President @ (780) 218-988S 
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Several labour groups allwe Fdrnonton city council broke the la\vwhen it voted bchind clmcd doon to sell 
off some publicly o w ~ e d  assets.Iar\?crs for the groups will be iu court tonionow to argue tliat the 
privati7ationof Epcor's power genentiou should be decliirtd innlid. The assets were spun into a new 
publicly tndcd coiupaiiy called Capiciil Puwer.The Alberta Federation of Lahour and the city's two largest 
unioim are among the groups challengiitg the sale. 

NewsYSo.com, Ihurs Scpt IO 2009 
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2% trio of labour. grcnips tmk EPCOR to court todq to challengc the sale of the comp:uiy's publicly owned 

power generation asscts. 

The Albcim Federation of L i h u r ,  the Canadi;in Uniun of Public Employees 1~xaI:m and the Civic Scivice 
Uiiioii j z  took issue %ith the city's r\pril 17 decision to spill offE1'COKs po\\rr-gcnerating ossets and sell 
them without first consulting Ediuontoii citizens. 

"We believe city council acted illegelly when thiy met behind closcd doors to spin off EPCOR's power 
pwxatiiig assetss" said Gil hic(;owan, president of thc Alhcrta Federation of latwur. 

h1d;owo said the city contravened sections of the hlunicipal Coveninlent Act that r\quirus cit>-couiicilio 
n ~ i k e  decisions in public iorurus and through niotions or bylaws, and rcari 
dccision-iliaking powers tu vhmie\  cr thcy choose. 

I , )  ( ~ l 1 1 1 ' l  

in$ the cuoil to declair the i i iult i -bi l l ioi i -d~~ll~~~ dc;d void and haw i t  
potentially ow?umetl. 

MrGowan insists I hc cas(* is nut about job> 01 uniori cunttxr ls biit ahout protecting the dcmtxcratic prc 
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'We obviously have piublems wtth the rvholc idea of privatization, we don't support it. lint the a%un~ents 
\<e made in court were not so much about the lnerits of the decision but rdthrr fociised on the process that 
\\?Is follo\vcd." 

FFCUR spokesman Tun hRiche declined to comment on the specifics of the rase. 

*The argnnuments have been made," LeRiche said. "We'll just have to wait to see what the judge's ruling is." 

Ednionton Sun, Fri Sept i t  aoogByline: Clnm €10 
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It'll bc a long day at court tomorrow as the City of FAmonton. EPCOR and larious labour unions argue 
whether or not the decision to privatize El'COK's power generation assets bas leg:il.The group of labour 
organizations, which inclndeu the Alberta Federation of Laiwur and CLPE Local 30, argiis that ciw council 
bmched key piuvkions of the Municipal Govcrnnient Act when they decided on the sale behind closed 
doors last April."lf thcy did not have the legel right to make the decision, the decision cannot be considered 
valid," AFL President Gil W&wn in a relcase.Both EI'COK and the City or Uinonton have filed extensive 
responses to the group's statement of claim, hut spokesnian Tim Le Riche told Metm EPCOR \vas ready for 
its day in court."EPCOR believes this claim is aithoiit merit and we 4 1  vigorously defend ourselves," he 
s;ridThe hearing begins at 10 a.m. today. 

hIerro News, Fri Sepl 11 zoo9B~line: Caniien Wall 
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A retired lawyer's legal fight with the city aud EPCOR ended aHcr his lawsuit clvalIenging EPCOR's 
multihillion-dollar sale of their powr-generating assets was disniisscd in eouti yesterday. 

"1 think rve done niy duty as a citizen to bring this foiward, pnt some sunlight on the sitnation," said Bill 
Pidruchney, former head of AiUberta Securities Commission, outside the coiirthouse. 

CLOUD OVER COUNCIL 

"However. the unhappything is that thcrc is a cloud hanging over city council and over the city uith respect 
to this transaction." 

The city and EPCOR were successful in their appliwticin to ham Pidruchney's legal action dismissed. 
Pkirnclincy was also ordered in courl to cover some associated. legal costs. 

Pidruchney had launched legal action atter alleging that thc city had made the April 17 decision behind 
closed doors to spin off its puhliciy owned Canadian and U.S. power-gencration assets into a new Iwd 
company called Capital Power Corporation. 

He uied to obtain an injuirction to stop the sale hut was denied in July. 

A trio of liihour groups, includingthc AJbcrla Federation of labour, lntcr also tried to challenge the sale hi 
court hut were nnsuccessfid. 

"There \\ill I= no more legal steps from niy point o[ vieiv, hut thcrc arc plenty of practical steps that should 
be taken in dealing with council." Pklruchney said. ' 

'%ere are questions that nnist he :mslverrd hefore the next election. We'll keep di:gging frctm a cikixn's 
pint of view now and see what coiiics op." 

UN1LIERT~l:.I) CIAIN 

1;:'COR spok~;nwn Tim le Richc said Pidriiclioey's claiin vv;is without merit and that the conrt has iiphdd 
t he prwcss iised tv c i u t e  Capital Power. 

"Wc uphold th3t the creation of Cripitiil Povaeris ii benefit to El'COK and to its sole sharehulder. the citizens 
of I:*imonton," IP Riche said. 

Fllmonton Sun, Tbun I k c  24 zoo9Uyline: C l m  Ho 

Tayyed under. 
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asset's have been owned b$ the citizens of Edmonton forthe last 118 years," says Gill hfc(:or\an. "And that 
utider all the le+I;ttion governing the that city council does its bnsinejs. the>- had no right under that 
legislation to niake a decision of this nvagnitnde sdthoiit goins back to tlie people who own thc assets, and 
that's the citizens of ~I i r inh in ."McCo~~.an  says they're asking the cwrt to mvcrse tlie sale and put the 
question of priratiration back into the hands of citizens. 

iNe\rsSSo, lkurs  Sept 10 2009 
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The mayor and city councillors acted legally when they privately approtSed the sile of Epcor shares in April, 
the Alberta CUII~I of Queen's Bench announced Friday, Sept. 25. 

Thc court decideti eouncil could a d  as shareholders outside public scrutiny becaiiu: "natural person 
po\r;ers" prorided under legislation allowd for them to bjpais sections of t h  Municipal Cflvernment Act. 

Gii McGowtn, president ofthe Alberta Federatiou of Iabour, expitsseddismay at tlie niling. IIe teamed up 
with Cirle Setrice Union gi? and the Canadian Union of Public Employees 30 heo wwks ago to contest 
coiincil's p r i d e  vole to support the multibillion-dollar deal placing Epcor's power generation branch with 
Capital Powcr and offcring public sharrs. 

"We're deeply troubled by this decision," he said in a statement released the same day. "It swnis to iniplj- 
that there are no limits to tlie powers of city council to delegate important civic functions and decisions to 
individnals and bodics that arc not accountaMe to the public. It's a blank cheque for politicians !die wmt to 
make unpopular decisions withont any public input." 

IIowewr, D-~rrell Lopishinsky, a l a y e r  with the city law branch. said "natnr.il person powers" is not an 
official excuse for counsil to do w1mtew.r it pleases. 

"It means,'' be says, "that unless there's some statotoiy prohiliition. :I mnnicipality, acting tlirongh city 
council, Ean do things tllat any natural person or corporation could do." 

Such legislation was introdueed to move municipalities out of the strict confines of statutes. 

"The idea," Lopushinskysays, "is tha! municipalities are given a hit niore freedom to do things, but it 
duesn't give them Carte blanche to  do whatever they wint." 

Still, McGo\tan says representatives should not act separately Iron1 the public. 

"Kuling or no ruling," be said in the press rclease, "the fact retrlainv that major assets o m e d  by tlie cit i~ens 
of &inionton were sold off in Secret and witliout any public consultation. The mayor and senior inaiiagers 
from Epcor and Capital Power can now say khat what was done is technically legal, bnt that doesn't niake it 
morally or ethiwlly right."The loss marks another failed attenipt to challenge the Epcor spinoff and city 
council's role as private shareholder since local l a w y r  Rill Pidwehney tried uusuccessfully for an 
injnnetion against thesale ofshares in July. 

That ~ ; J S  not discouraged McCo~vsn frotii tackling the matter further. According to the press release, the 
union coalition plms to puisue the h u e ,  possibly through an appeal of the court decision, or the union 
group conld push city couniltors by making Epcor's privatization il major issue in the next ninnicipal 
election. 

See Magazine, T h u s  Oct I 2ooi)Uyline: Tun Cwpei 
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The $500 million 11'0 bq' Capital I'oiver Corp. of Fdmonton docsn't show the IPOs are bouncing hark, but 

inay be one of several "liopeful signs" for the niarkct, Ross Sincl:rir, leader of the consulting conipanfs 
income tnist and IPU senices, said in a news rele;ise. 

"We're starting to see the rnarkct rcgain sonic of ita appetite," br said. "'Tlic volumes are still very small but 
tlie Cqikd  Power issue, aloiib with some significant aclivity in sccondaiy cqnity oFicrings and d e b  issues 
iicross Ihe m d e t s ,  point tu ii level of financing activity that bas been nbsent (or sonic time." 

I n  fact, trw other 11'0s closcdTucsda), but missed I h r  I'ricr\s3t~rlioiis~C(m~p~rs' rcpurt, xhich c~ivcrcd tlw 
first half of theyenr.r\bouk S85o million rvorth of stock i n  iiiortgagc iiisurer Genwortli hll  Cniuda Inc. 
lxgm trading Tiiesd:i)-. hlust rif the sliams wir sold I)! its U.S. p;irent coinpan?. 

lssiicd at S 19 cadi, the s t d  slid 01 cents to $18.39 

<'('<lli , I .  ~ ~ f > k < > , l r , l < l , l <  

Iie'lSXws the first initial public olfering (1PO)sinue 
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hiagrna Energy Cop., a geotlieimal power company, said it raised Si00 million selling stock at Si.50 a 
share. It fell two cents to Si.&Companies that arc not publicly timid are consideling IPOs, and investors, 
looking for better returns than the low interest r a t a  on bonds, are becoming IIIOR open to equity issues, 
Sinclair slid. 

The Capital Power issue ivas sold at $23 a share and began trading on the TSX on .June 26, exclwnge data 
show. It has dmpped since, falling 60 cents to $21.05 Tuesday. 

Capital Power, an elcctricilygeneratingcompanyspun out olEpeor, the utility owned by the city of 
Ednionton. ivas the only TSX IPO in the second qiiarter this year and first since the comparable peiicd UII 

2008, PricewaterhouseCaopers said. 

Including the TSXjunior veiiture exchange and "other" issues, total 11'0s were S j14.8 million in the 
quaiter. 

Theix \cere seven TSX 11'0s r ~ ~ t i h  $434 million in the second quarter of zoo8 

The Ggiires do not inchide issues ofstock by companies which were alrcady publicly traded, and do nut 
include mutual funds - which raise numey to invest in existing l i ted companies - which have come 
honuding back in the second quarter of 2009 after sagging at the eud of 2008 a i d  the first quarter of 200~). 

Capital Power rvill use the money nised to boy Epcor's poivcr generation business, including its ~ o . 6  per 

cent interest in Epcor Power I.P. Epcor has about 3,300 rnegawatts of owned and/or operated generation 
capacity at 31 plants in Canada and tfie United Statrs.The Alberta Federation of Iahour has tried tu block 
the sale legally, but failed, Epcorsaid. 

CGC News, Tues July 7 2009 
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Ruling doesn't change the fact that Edmonton city council did an end run around the 
democratic process, says AFL Sep 25,2009 

EDMOhiON -The labour unions that launched a legal challenge ainwl at reversing the secretive 
privatization of hundreds of millions of dollars worth of power generatiiig assetF owned by the citizens of 
Edniontun dill meet next week to consider their optioris for appeal now [hat a lower court hns ruled against 
them. 

On Septertibcr uth, the AIberta Federation of Labour, along with two unious representing City of 
Fdmonton employees (Chic Senice Union Low1 51- and Canadian Union of Public Eniployees Local 30) 
asked the Alberta Court of Quceu's Bench to make a declaration on whether or not Edmonton City Coulicil 
had followcd the proper process when they decided hehind closed doors to spin-off $3 billion worth of 
power generation assets owled by Epcor and sell about Sgoo million worth of those assets to private 
investo1li. 

In a decision released this afternoon, the court rul~ul that, thanks to the "natural persoo po\%ers" grantcd to 

the City under Iegislatiou, meiiibers of City Council didn't have to abide by sections of the blrmicipal 
Cavernnicnt Act whicli say all decisions made byniinnicipal councils have to bc made in public lonln1s. 

"We're deeply troubled hy khis decision," says AFL president Gil ;ClcGow;in. "It seenls to imply ilia t there 
are no limils to the powers of City Council to delegate iiiipoit;lnt civic functions and dccisions to individuals 
aod bodies that are  not accountable to the public. It's a blmk chcque for politicians who wcnlt to nlakr 
unpopular decisions without any public input or scnitiny." 

hlcGormi saysthat he and other union leaders involved in thc court ch:illengc will he meeting next \wek to 

consider all of their options - including whether or not to launch an appeal. 

"Ruliug or no niling, the hct remains that major assets oirned by the citizens of Fdnionton \rere sold olf in 
swret and witliout any public cunsult~tioti," says AkCo~~an.  "The mayor and senior nwnagcs fiunl EI'COI: 
and Capital Power can noics3y that what was done is technically legal. But that doesn't m:ikc it morallyor 
etliic;illy right." 

hlcGiwan says he is disappointed thal the lower coui l  judge didn't diret:tlJ- nddrcss the union coalition's 
main argunienl that - in the spirit or promoting dernrrcrucy ~ the City's p o w r  10 delegate ducision-makina 
p o w r  n w d s  to hc iiitcrpreted narrowly. 

" i re  frankly continue to believe that the argiiruents put fonmrd b! tlie (:it> and Epcor are nothing n~ore 
than flimsy excuses ust4 to justi@sIiultiiig the public oul of this eslremrl~-iiliportarli il~cisi~iii. The boitom 
liire is that they did an end nin :iround the democratic pmccss -and in their 1ie;lrt-oI-llcaris they all kuou 
it." 

AlcGowii says the uuioo cixilition remains conimittetl to stopping similar kinds or "abuses of tlie 
deunoa;itic pmcess" from hqqwning aaaiii. 'L'hzit may nitlan iln appcsl of mda 

Page 8 of 1 1  
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M&\uan, or it  ney  n i u n  making the pri\?iti7;ltion of Epcor a majut 
campaign. 

'The citizen's ol Edniontou descwe better fmin the people they elect to represent them. Citizens deserve 
transp~~rency and they deserve to be consulted on decisions of this magnitude. We're going to everything we 

can to make sure voters know which members of Council let this travesty of deniociacy unfold. hnd we'll be 
enconraging voters to hold their electid oficials properly acconntable." 

-30- 

For more infomiation call: Gil Md;owan, AFL President @ (780) 218-9888 

ue in the next municipill election 
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Ruling doesn't change the fact that Edmonton city council did an end nin aroirud the deriiocratie process, 
says AFL 

EDblO?sL'ON -The I.ibour unions that Iaunelied a legal challenge ainrwl at rewrsing the secretive 
privatization of h ~ ~ n d ~ w L s  of millions of dollais worth of power generating assets o w e d  by the citizens of 
Fbncinton will iiiret next week to consider their opticins for appeal noh' that a lower court has niled against 
than. 

On September itth, the Alheria Federation of labour, along with hvo unions representing City of 
Edmonton employees (Civic Senice Union Local 52 and Canldian Union of Public Employees Local 30) 
asked the Alberta Court ofQiicen's Bench to niakr a declaration on whether or not Edmonton City Council 
had followed the proper process when they decided behind closed doon to spin-off $3 billion worth of 
p o w r  generation assets owned hy Epcor and sell about Sjoo rnillion worth of those assets to private 
investors. 

In a decision released his aftcruoon, the court ruled t L t ,  tlwiiks to the "natural person powers" granted to 
the City tinder legislation, members of City Council didn't Iwve to abide by sections ol the Municipal 
Government Act which say all decisions nude by niunicipal councils liave to be made in public forums. 

"We're deeply troubled by this decision," says t\n president Gil McGown. "It seems to imply that there 
arc no Ihnits to the p r r r n  of City Council to detegate important civic functions and decisions to individuals 
and bedies tbat ace no1 accoiintable to the public. It's a blank cheque Cor politicians who want to make 
iinpopular decisions bithotit any public input or scrutiny." 

McGowan says that he and other union leaders involved in the conit challenge will be meeting next wcck to 
consider all of their options - including whether or not to launch an appeal. 

"Ruling or no ruling, the fact remains that major assets owned by the citizens of Edmonton weere sold off in 
secret and without any public consultation," says hlcGowan. 'The iilayor and senior nimagers from EPCOR 
and Capital Power can now say l l ia t  what was done is technically legal. But that doesn't make i t  morally 01- 
ethically right." 

McGowan says he is disappointed tliat the Iowercoirrtjndge didn't directly address the union coalition's 
inain argument that - in the spirit of promoting democracy - the City's power to delegatc decision-making 
power needs to be interpreted narm4y. 

"We irmkly continue lo believe thnl the arguments put funmrd by the City and Epcor are nothing more 
than flimsyexcnses used to justify shutting the public out ofthis extreniely important decision. llie hotton1 
line is that they did 3n sild run amand the democratic process -and in their heart-of-hurts they all know 
it." 

bIcComn says the union conlitinn remains committed to  stoppin: similar kinds of "abuses of the 
dernt~ralic process" from happening again. That may me:lu al l  appeal ol tod;ty's cotlrt deeisioil, says 
hlcGu\een, or it niay n r a n  making the privaiimtioii of Epcur a ma.jor is~iie in tbe next niiinicipnl election 
campnip. 

"'lhc citizcn's of Edmonton desenr httcr  fmm the pcople they elwt to reyrcscnt them. Citizens diserve 
transp;ireiicy a i d  the) desene to be consulted LIII dwisions nl thti magnitude. We're going to e\-eqthing we 

can lo make sure voters knorc\vhich members of Council Ict this tr:iv'csty of demoenicy unfold. And wc'll be 
eueourngin: wlcrs to hold their elected officials properly accoonlable." 

-30- 

For nioi~!  inloimation wII: Cil iVcCor~wi. Ml,  Pr~.~iiiderit@ (780) 218-9888 
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>IcGowan: Teny Jaidine from the Canadian Union of Public Employees Local 30, and 1x0 I k r h e h  from 
the Civic Senice Union5?-, are bringing the matter to court. 

City eouncil in .Qril approved a deal that saw lipeor's powcr-gcnel;lting plants caned off into a new 
company, separate froni the city-owned utility. Tbe public officials voted on the deal in a closed meeting on 
April 17. 

&II IIendersoii and Arnarjeet Sohi were the only city councillors to votc against the deal 

Some councillors have said they wre acting as Epcor shareholder representatives, not city councilloix, 
when they made the dccision. The city owns Epcor and city council's role is that of solc sharcholder, acting 
on behatf of citizens. theyargtie. 

I\leCow:iu said his gronp is argning thJt the \my the deal happened contravenes the hlunicipd Government 
Act. 

"The notion that they LQII switch their hats and act bchind closed doors ... w ' r e  challenging their right to 
do that," McGoivlin said. 

This is at least the second time the Epcor deal LUIS been laken to court. In July, ajudge rejected a rcqucst 
for an injunction nn the deal by nil1 Pidruchey, a fornier head ofthc Alberta Secuiities Commission. 

In court. Pidnichney aRued taxpayers shuuld be given the oppoiiunity to vote on the sale because they 
huilt Epcorover it8 ) ran and benefited fmm $138 million in dividends last year. 

The new eompany, Capital Power, completed a Sgoo-million IPO (initial public offering) in July and is now 
the IaKest publicly lradrdconipnny based in Edmonton. 

Elmonton Jouml. Fri Sept 11 eoogByline: Alexandra Zabjek 
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A Court of Queen's bench justice \ d l  be heanng aiymentu tomorn)w in a case launched b> a group of 
labour organkations againsl the sAe of EPCOR's pubIicl>-owied power gcncntion assets 

The group includes the Alberta Federation of Iabour aud the City of kllmonton's two largest unions, CUPE 
Low1 30 nnd CSU 9. 

They argue that Edinonton City Council b r a c b a t  key pcmiions of the hlunicipal Cavernrnent Act when it 
went Ixhindclowd doors to privately decide to privatize EPCOR's power generation assets 

"We ;IN arguing that City Council had no legal authority to mekc thc decisiou to privatize EPCOR's power 
gcneixtion," says AFL Presideut Gil hlc(hsJn. "And if they did not 11;n.e thelcgal right to make the 
decision, the dccision cannot he considered valid." 

Representatives of the group - including McGowan and Dave lnken from the Coalition of klIuiontun Civic 
Unions - will be a\xitable on Friday before and after the hearing to takc questions Imni thc nicdia about the 
CaSC. 

Friday, .September 11: 3009 hfedia .kvailahiiity 9:3o a.m. Court Hearing Hcgins: 1n:oo a.m. I'rlmunton law 
Courts LA Sir Winston Churchdl Square 

I;oth EPCUR and the city of Fdnionton have filed exten<w ivsponses to tile giuups' statement of claim 
The hearing is expected to lake the hulk of the day. 

- 30 

For niorc infomiation call: 

Tagged under. 

EDMONTON - The contrrwersial Epcor deal was brought b x k  to court Friday with a coalition of union 
giuups arguing for a judge in the Coiirt of Queen's Iiencli to re\iew how the deal cauie together. 

"The issue t d a ?  is not about job and union contracts. the issue is about democracy," Gil McGoimn. 
president of the Alberta Federation of Labour, said before heading into the courthouse. 

Alberta Federation of Labour Page 10 of 11 

http:ll~~~~~.afl.org/index.php?option=con~ cus~ornpropcrtiesRtlan~=en&ta~ld=23 9/25/20 14 
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The Albert., Federation ol hboiir, aloug uith b o  other citj union9 took the citl to court earlier the month 
They asked Court of Qiiecn's Ikiith to detemurie tbhether citv councd had folhmed khe proper prwess, 
-hen the dcwioii w a  in& behind clraed doon tospin off thiee-billion dolldrs\corth of por>cr-geiierdtioii 
ass& ouned h\ EPCOK, nod sell .ihout half-a-hillion uorth of those assets to the pmdtd sector Tho5e are 
assets the uniow cay belong to the people of Fdmouton 

lhe cour! rulcd that, thank. to the "natural peiwn piwers" granted to thecity under legisl~ticm, members 
ofcouncil didn't h'iw to abide bk sections of the Alunicipal Coterumen1 k t  Those Sectlok\ sa) Jl 
dwisioiia made b) muiiicipd councila ha\e to be made in public forums 

The unions will meet next w e h  to plot their next move 

LUc~~sSSo, Fn Sept 15 2009 

Tagged under 4 

~ i r ~ i i 5 ~ i i t ~ i i i l i ~ ~ r  I ' ~ L ~ , I > ~  I O  111  t * t i t i  ( i t \  1 I , ~ ~ I I < ~ I  1 1  i i i > t t ~  01 I J I  t i ' l c t < <  \,.<t. 
l a ,  ! 1'( OR 
Prweiitdtion bv Gd McGo! 

Tagged under - a 

ALSO INSIDE AFL.ORG 

Know your rights! AFL 100th Anniversary Workers' Rights Under Attack! 
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See more news releases in 
Utilities (http://www.prnewswire.com/news-releases/energy-latest-news/utilities-lis~ 
Acquisitions, Mergers and Takeovers (http://www.prnewswire.com/news-releases/financial-services- I latest-newslacquisitions-mergers-and-takeovers-lisff) 

EPCOR USA enters into agreement to acquire water 
businesses in Arizona and New Mexico 

PHOENIX, AZ, Jan. 24 /PRNewswire/ - EPCOR Water (USA) Inc. (EPCOR USA), a wholly owned 
subsidiary of EPCOR Utilities Inc. (EPCOR), has entered into an agreement for the acquisition of 100% 
of the stock of Arizona American Water and New Mexico American Water, wholly owned subsidiaries of 
American Water Works Company Inc. for total consideration of US $470 million, subject to certain 
adjustments. The transaction is subject to regulatory approvals in both states. 

Arizona American Water is a regulated utility that provides water service to approximately 106,000 
metered water customers and wastewater services to 51,000 customers. These customers live in 13 
municipalities, 90% of which are located within a 20 mile radius in the Phoenix area. 

New Mexico American Water provides water and wastewater services to the City of Clovis in eastern 
New Mexico, and in the greater Edgewood area near Albuquerque, serving more than 17,000 
customers. 

"This investment is consistent with EPCOR's strategy of redeploying funds from the sale of our 
investment in Capital Power Corporation into quality rate regulated businesses. When complete, the 
transaction will provide EPCOR USA with a strong hub in the US. southwest," said Don Lowry, EPCOR 
President and CEO. "This acquisition provides a combination of competent and committed people who 
have a top notch safety record, solid assets, and presence in a market where we have confidence in 
the long-term growth prospects." 

Mr. Lowry added, "We look forward to continuing the high level of service provided by American Water 
and participating in the lives of the communities where we will be operating. We will work with American 
Water and state regulators to make a timely and seamless transition." 

http://www.prnewswire.com/news-releases/financial-services
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The US $470 million acquisition includes the assumption of approximately $10 million of long-term debt 
by EPCOR Water (USA) Inc. and is subject to regulatory approval by the Arizona Corporation 
Commission and New Mexico Public Regulation Commission, which is anticipated in the first quarter of 
2012. The acquisition will be funded with a combination of cash and debt financing. TD Securities is 
EPCOR USA's financial advisor on this transaction. 

Arizona American Water employs approximately 200 people, while New Mexico American Water has 
25 staff. Once the transaction closes, it is anticipated they will continue to operate the utilities within the 
EPCOR family. 

EPCOR USA is in the business of building, owning and operating water and wastewater treatment 
facilities in the southwestern United States. In 201 0, EPCOR USA entered into an agreement with 
American States Water Company to purchase and operate the Chaparral City Water Company, which 
serves 13,000 customers in the town of Fountain Hills, Arizona. 

About EPCOR Utilities Inc. 

EPCOR USA is a wholly owned subsidiary of EPCOR. EPCOR builds, owns and operates electrical 
transmission and distribution networks, water and wastewater treatment facilities and infrastructure. 
EPCOR, headquartered in Edmonton, Alberta, is an Alberta Top 50 employer. 

About American Water Works Company 

Founded in 1886, American Water is the largest investor-owned U.S. water and wastewater utility 
company. With headquarters in Voorhees, N.J., the company employs more than 7,000 dedicated 
professionals who provide drinking water, wastewater and other related services to approximately 1 5 
million people in more than 30 states and parts of Canada. 

Forward-Looking Information 

Certain information in this news release relating to EPCOR is forward-looking and related to anticipated 
events and strategies. When used in this context, words such as "will", "anticipate", "believe", "plan", 
"intend", "target" and "expect" or similar words suggest future outcomes. By their nature, such 
statements are subject to significant risks and uncertainties, which include, but are not limited to, 
regulatory and government decisions, economic conditions, and availability and cost of financing. 

Readers are cautioned not to place undue reliance on forward-looking statements as actual results 
could differ materially from the plans, expectations, estimates or intentions expressed in the forward- 
looking statements. Except as required by law, EPCOR disclaims any intention and assumes no 
obligation to update any forward-looking statement even if new information becomes available, as a 
result of future events or for any other reason. 

SOURCE EPCOR Utilities Inc. 

Custom Packages 
Browse our custom packages or build your own to meet your unique communications needs. 
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201 4 Budget Overview 
_ _  

Corporate Summary 
Ap p roved T ax-s u p ported 0 pe ra t i o n s 

Revenue & Transfers 
Taxation R e m u e  1,026,181 1 ,I 10,661 1,196,908 

Assessment Growth 
2014 Proposed Tax Increase 

User Fees, Fines, Permits, etc. 364,971 382,628 403,377 
EPCOR DiM'dends 141,021 141,021 141,021 
Franchise Fees 124,147 131,628 137,902 
Grants 105,631 102,396 94,401 
Inwstment Earnings & Diwdends for Capital Financing 66,262 54,304 55,960 
Other Reenues 30,190 29,160 34,283 

86,247 
30,140 
56,707 
20,749 

6,274 

1,656 
5,123 

(7,995) 

7.8 
2.9 
4.9 
5.4 

4.8 

3.0 
17.6 

(7.8) 

Net Expenditure 8 Transfers 
Personnel 
Materials, Goods & Supplies 
External Senices 
Fleet Senices 
Intra-municipal Senices 
Utilities & Other Charges 
Transfer to Reserves 
Intra-municipal Recowries 

1,052,739 
106,964 
188,028 
1 39,595 
60,643 
459,393 
50,634 

(1 67.129) 

1,145,655 
102,324 
179,707 
140,639 
72,740 
514,639 
5,553 

(170.758) 

1,200,969 55,314 
106,195 3,871 
196,707 17,000 
147,288 6,649 
80,619 7,879 
517,646 3,007 
8,030 2,477 

(181.676) (10.9181 

4.8 
3.8 
9.5 
4.7 
10.8 
0.6 
44.6 
6.4 

FTEs 
Boards & Commissions 

Economic Development Corporation 
Police Service 
Public Library 
Other Boards & Cornmissions 

Ciwc Departments 
Community Services 
Corporate Services 
Financial Se~ceslCorporate Strategic Planning 
Mayor & Councillor Offices 
Office of the City Auditor 
Office of the City Manager 
Sustainable Development 
Transportation Senices 

Community Rewtalization LeLies 

272.0 265.0 271 .O 6.0 
2,220.5 2,294.5 2,320.5 26.0 
433.9 442.3 468.4 26.1 
58.0 58.0 58.0 

3,170.1 3,252.7 3,415.2 162.5 
1,001.9 1,020.6 1,021.6 1 .o 
470.6 464.5 458.5 (6.0) 
45.0 49.0 49.0 
14.0 14.0 14.0 
77.8 86.4 86.4 
495.0 559.0 595.0 36.0 

3,301.9 3,381.9 3,415.4 33.5 
5.0 5.0 5.0 

*Transfers from Reserves includes 2013 One-time Items and Land Enterprise Dividend. 
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P rog ram-C orporate Reven ues 

Approved 2014 Budget Summary 

Revenue & Transfers 
EPCOR Dividends 
EPCOR Franchise Fees 
Gas Franchise Fees 
Tax Penalties & Certificates 
Tag/Fine Revenue 
Business Licensing 
Sanitary Franchise Fee 
Central Management Charges 
Land Enterprise Dividends 
Other Revenues 
Drainage Dividends 
Reserves & Surplus 

Total Revenue & Transfers 

Expenditure & Transfers 

Subtotal 

Total Expenditure & Transfers 

Transfer to Reserves 

Intra-municipal Recoveries 

$ 141,021 
66,924 
50,483 
11,805 
7,925 
9,998 
6,740 
2,136 
3,397 
1,704 
2,050 
3,827 

308,010 

$ 141,021 $ 141,021 
70,290 73,045 
53,634 56,468 
10,280 11,410 
10,965 10,965 
9,930 9,930 
7,704 8,389 
3,186 3,703 
4,585 1'31 5 

877 1,156 

- 80 
312,472 317.482 

- 

$ 
2,755 
2,834 
1,130 

685 
51 7 

(3,270) 
279 

80 
501 0 

3.9 
5.3 

11.0 

8.9 
16.2 

(71.3) 
31.8 

100.0 
1.6 

.. 
- 
- 

Full-time Equivalents 

Budget Changes for 2014 ($000) 

EPCOR Franchise Fees $2,755 

Increase is due to volume and inflationary increases over the prior year. The increase in franchise fees is comprised 
of $1,841 for power, $555 for wastewater treatment and $359 for water services. 

Gas Franchise Fees $2,834 

Increase in gas franchise fees is due to a projected volume increase and growth in 2014, 
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Program-Corporate Revenues 

Tax Penalties & Certificates $1,130 

The increase in tax penalties arises from increased rates in 2013 and an increased amount of overdue accounts. 

Sanitary Franchise Fee $685 

The increase is due to greater Sanitary net income anticipated for 2014 over the prior year. The fee is based on 8% 
of qualifying revenues as determined by Council through the approved Drainage Services Utility Fiscal Policy 
(C304C). The increase in Sanitary net income is resulting from recommended increases in customer rates in the 
utility's Annual Rate Filing, which is to be approved by Council through the Drainage Services 2014 proposed budget. 

Central Management Charges $517 

Increase is primarily due to additional amount of $414 charged to Current Planning. These are centrally incurred 
administrative charges to support enterprise, utility, and Current Planning activities. 

Land Enterprise Dividends $(3,270) 

The decreased dividend is due to Land Enterprises 2013 projected year-end position being lower than 2012. The 
decline in position arises from decreased sales activity during 201 3 as the enterprise continues to purchase and hold 
land for future development or sale. Land Enterprise operates on a continuous cycle with respect to its land 
development and sale activities. Inventory and sales levels fluctuate dependant on the availability of land inventory 
and the demand for redevelped land in the market. 

Supplementary Information 

EPCOR Dividends 

The annual EPCOR Dividend has been calculated using the 2005 base of $122,669 indexed annually for the CPI of 5 
major Canadian banks as at October I. However, going forward the EPCOR dividend has been maintained for 2014 
at the 201 2 value of $141,021. 

EPCOR Franchise Fees 

The 2014 Budget includes franchise fees received from EPCOR for power, water and wastewater treatment. 

EPCOR Franchise Fees Distribution by Source 

Power 
Water 
Wastewater Treatment 
EPCOR Franchise Fees 
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Supplementary Information Basis of Budgeting 

4. SUBSIDIARIES 

These are companies owned by the City. 

EPCOR is the City’s main subsidiary. Others like the 
City of Edmonton Non-Profit Housing Corporation are 
included within the respective department while 
Edmonton Economic Development Corporation 
(EEDC) is covered under Board & Commissions. 

EPCOR Utilities Inc. (EPCOR) 

EPCOR Utilities Inc. (EPCOR) is a wholly owned 
subsidiary governed by an independent Board of 
Directors. Headquartered in Edmonton, EPCOR 
builds, owns and operates electrical transmission and 
distribution networks, and water and wastewater 
treatment facilities and infrastructure in Canada. 

The Board submits its budget directly to Council and 
accordingly its budget is not included in this document. 
For budget purposes, only the amount paid by EPCOR 
to the City of Edmonton is shown. 

For financial reporting, EPCOR’s operational results 
are reported in the annual financial statements using 
the modified equity method of accounting. Accounting 
principles are not adjusted to conform to the City’s as 
a local government and inter-organizational 
transactions and balances are not eliminated. 

5. INVESTMENTS, RESERVES & DEBT 

A. Investments 

The City maintains investments as established under 
City Policy C212D. A significant portion of these 
investments is managed within the Ed Tel Endowment 
Fund, in accordance with City Bylaw 11713. 
Investment earnings as well as Ed Tel dividends are 
directed to Capital under the Pay-As-You-Go program, 
consistent with the budget strategy to shift volatility of 
certain revenue streams to Capital. 

€3. Reserves 

Reserves give the City of Edmonton financial 
sustainability and flexibility to address emerging issues. 
Governed by City Policy C2176, Reserve establishment 
and transfers to and from these accounts require 
Council approval through Budget. Tables describing all 
Reserve funds and Approved budgeted transfers for 
each individual Reserve have been provided in this 
documen t. 

C. Debt 

Working under debt and debt service cost limits in the 
MGA as well as the more conservative Debt 
Management Fiscal Policy (DMFP), debt is used as a 
financing source for the City’s long-term capital plans 
and strategies to maintain long-term financial 
affordability, flexibility and sustainability. 

The policy also provides for approval of multi-year debt 
guidelines with a corresponding debt repayment 
funding strategy, and added flexibility for the use of 
freed up debt servicing funding once debt is retired. 

Debt principal repayments are accounted for as 
expenditures for budgetary purposes and as reductions 
on long-term debt liability for financial reporting 
purposes. 
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Business Person of the Year 2010: Don Lowry, EPCOR 
Epcor CEO Don Lowry builds a pubtic utility that will stand the test of time 

Dee 1,201 0 

0 C f 4 1  - 9 Tweet 0 Share . '.,. 
The2010 Rusiriess Person of the Year ispresmted in association with the ChnrteredAccountantultal~~ of 
Alberta 011 the cover, Don I h u r y  wears a suit provided by Henry Singer. 

On the Rise: Don Lowry standtng on the 27th floor of the new Epcor buildzng. 
Click here  for a bchwd t h e  scenes photoqa_llery frKm t_he_Eusm~ssPerson of the Year p h o t p d y o t  
Plidiog~?pn, by Cures Treri 

Thirty years ago, B soft-spoken young hockey plaver from Brantford, Ontario, with the uncarmy 
ability to see how a play woultl unfold before it actually did, began il rernarkablc run in Edmonton 
that \\~o~iItl sec him lead the Edmonton Oilers to four Stanley Cup victories in five seasoi~s. Don 
Loiriy, the president and CEO of  Epcor Utilities Inc. and Alberta's Business Person of thc Year for. 
2010, slyares milti!. of the sanie qualities, From the reserved demeauour to that unique ability to see 
aiid understand what lies ahead. But \&lc Wayne Gretzky made his magic on the ice. 1 ~ w - y ' ~  spent 
the last 12 ye;irs doing it in the lionrdrooni on behalfof bis company's shareholtler. 

Retween 1996 and 2008 the utility paid the City of Edmonton. Epcor's sole shareholtler, more than 
$1.8 billion in  dividends, fianehise fees and taxes. The dixidend increased for nine consecutive years 
and reached an all-time high of $134 million io 2009, a figure that constituted approxin~ately eight 
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per cent of the city’s overall budget and by sonic estimates kept property taxes 25 per cent below 
where they would othenvise have to he. Epcor was a cash cow, and it 
Edmonton well fed. 
Then, in 2009, Lowy appeared to abruptly change course. 

In the 14 yean since its creation, Epcor’s portfolio of assets had expanded from three power plants 
and two water plants in Alberta to more than 50 power and water plants in Canada and the United 
States. That growth had fuelled the increases in the dividend, but it had also made Epcor dependent 
on its power generatioil assets. Meanwhik, without access to capital markets, the company’s balance 
sheets had reached their limits. It was time, Lowy decided, to move in a different direction. 

That direction was the creation of an independent power generation company, Capital Power 
Corporation, which would be able to tap into lucrative capital markets in order to fund its continued 
growth. Epcor, nieaowhile, would focus on the business of ”water and wires,” while gradudly 
drawing d o i ~  its investment stake in Capital Power. *When we looked at our shareholder’s risk 
appetite, it’s very - and appropriately - low, and their need for a stable and predictable dixidend 
with no volatility is a principal diiver,” he says. “The power generation business is a growth business, 
but it’s a higher-risk business with higher solatility. We had grown the company such that 70 per 
cent of the income was coming from outside the City of Edmonton and w s  primarily driven by 
power generation. When we stacked them all up, we had to mtke a decision.” 

While the decision attracted controversy,  low^ remains convinced that it \sa. the right one to make. 
The creation of Capital Power has added ,mother head office to Edmonton’s corporate landscape, 
along with all the high-due jobs that come with it. It’s not about to go anywhere, either; a social 
objectives ciawe ensures that Capital Power’s head offices will remain in Edmonton in perpetuity. 
More importantly, L01.n). says, is the fact that Epcor’s stake in Capital Power will provide the fuel it 
needs to grow its new interest in electrical trdnsmission and water management, and protect the 
dbidend that is so important to its shareholder. ”We\-e captured the value we created on power 
generation,” he says, “and used it as a cui-rencnj to now grow the water business.” 

It’s a bold move, and one that didn‘t necessarily have to be taken. As Lowry points out, Ewer could 
have continued to milk its power generation assets for at least three or four yeais and conceitably 
increased the dividend over that period. But, he says, that kind of passive approach might have 
ultimately boxed the company into a corner it couldn’t get out of. “If we’d been at a point where the 
markets collapsed, as in 2008, and we had a major financing or a major cash call, that conld have 
been disastrous.” His decision to move Epcor out of the power generation business was driven by the 
facZ that it’s easier to make a choice than to have the market makc it for you. “Often, the easy things 
to do aren’t the right things to do,” he explains. “But at a time when a company for all intents and 
purposes looks like it’s growing exceedingly well and things are going exactly the way they should, 
often that’s the time you should exit the market.” 

Brian Vaasjo, the president and CEO of Capital Power, beliews that I ~ w y ’ s  decision to exit the 
power generation market before he had to epitomizes his style of leadership. “His veatest strength is 
clarity of purpose and direction,” Vaasjo says. “When it comes to making a decision or arriving at a 
conclusion and moving fom-ard, it becomes ver). clear, very stwightforrzard.” Hugh Bolton, the chair 
of Epcor’s board of directors, shares Vaasjo’s ricw, noting that this fonsarcl-thinking approach is 
what puts Lowry in the top tier of Alberta’s executive community. ’He’s a strategic thinker,” Bolton 
says. “People talkaboiit stntetcgv and they throw the word around, bnt Don really understands what it 
means. He has that ~ronderftil ability to peek around the coiner and see what’s coming and, more 
importantly, to marshal his colleagues into action to deal with it.“ 

What Lowly sees around the corner right now, and what he has been sceiog for a few p a r s  
now, is the growing importance of water. *We’re vciy fortnnate in CaiiacL? that we have a current 
abundance of water,“ he says, “but the warning signals are there now, whether it’s [David] 
Schindler’s report on the Athahascu [River], rshethcr it‘s the flood from the Red River in Winnipeg, 
the boil water advisoiies, the Walkertons in Ontario - all of those early rmrning alarm bells are going 
off. Our message from Epcor is that there’s no need for them. We should he ashamed to have boil 
water advisories in Canada.” 

There’s opportunity here ton, of course. ”‘rhe watcr business is a good, long-term, skable and 
regulated business,” Bolton says. “That’s why we had to get out of the electrical generation business. 
It requires u huge anionnt of patient capital, and our shareholder’s not patient. They rely on o w  
dividend.” But if the water business is a steady and predictable one, it’s also one xith a lot of 
untapped potential. Iarviy estimates that the fiiiancial opportunities associated with water 
management are in the “billions and billions” of dollars. Still, it’s clear that Epcor’s interest in w t e r  
isn’t entirely tlriven by its bottom line. W e  have opportunities with our industries to lead with the 
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deployment of technolop and water,” Lowy says. ‘We  believe that our responsibility is to take those 
steps and demonstrate that it a n  be done. The expertise and the people and the operations that we 
have herc are poised to contribute responsibly to making Alberta better, and then t a h g  that 
expertise beyond Alberta.” 

Don Lowry’s contrlbutions to Edmonton and Alberta reach far beyond the boardroom 

Epcor is already doing that, in fact. From the rehabilitation of the Britannia Mine, one of the 
continent’s h iaes t  sources of heat? metal pollution, to the wastewater treatment plant in Sooke, 
B.C., the conipnny has a growing resumi of water-related projects. Back home, nicanwhile, the Gold 
Bar Wastewater Treatment P h t ,  which ms transferred by the City of Fxlmonton to Epcor on April I, 

2000, remains one of North America’s most innovative and effective such operations. We’ve 
demonstrated, from the tip of Vancower Isl‘md and our nianagemcnt of water treatment plants, to 
our first introduction of ultmiolet technolog\; here in Fxlmonton, that breakthrough will come from 
innovation and technology,” b w i  says. “We see ourselves as positioning Epcor to be a contributor 
to that.” Those contributions won’t be constrained to the borders of Alberta or Chnada, either. 
Epcor’s decision this past slimmer to purchase the Chaparral City Water Company in Arizona reflects 
the increasingly international native of Epcor’s water-related activities. 

Not surprisingly, Epcor has identitied the oil sands and the companies that do business up there as a 
major area of opportunity for its water business. In October Of 2009 Epcor inked a deal with Suncor 
worth $100 million that will see it provide potable water and domestic wastewater senices to more 
than 6,000 Suncor oil sands workers throngh the managenlent of three wastewater treatment plants, 
b o  water treatment plants and an assortment of collection and distribution systems. Don 
Thompson, the president of the Oil Sands Developers Group, is happy to see Epcor doing business in 
the oil sands. “We welconic somebody with Epcor’s obx-ious strong technical competence with respect 
to treatment and management of water, because of course water is one of the core issues of concern 
not just to the industry but all of our stakeholders.” 

Thompson thinks that the opportunities wailable to Epcor in the oil sands could be significant. ‘1 
wodd think that evew company in the oil sands manages water, and that means there’s a 
considerable tnarket for people with w t e r  expertise.” BoIton is confident that the new front that 
Epcor has opened in the oil sands will be a productive one. “There are all sorts of roadblocks to 
overcome, lint so far we’ve been making inordinate headway, not onlywith Suncor but several other 
participants in the oil sands. And really, that‘s our future.” 

That’s one future, at least. The other is in thc residential water market, and it’s there that things get 
more complicated. Most of us still treat water as an inexhaustible free good, and that’s an attitude 
that simply has to chnnge, Lowy says. “There‘s nothing free in this world, and where we’ve seen the 
abuse of water and thcn its eventual disappcmnce is when it’s been a free good.” The sohition to 
Alberta’s now-chronic water shortages, he believes, is a move towards pricing and regillatins it 
pmperly. “You can’t introduce good technolo=, attract smart and committed people and get the 
capital to mniiitain and hiiild great iufi-astructure unless yoitre repaid for it. I‘m not advocating that 
i t  should bc agold strike nientatitJ-where the highest payer gets all the water. but you can put i n  
mechanisms similar to the power or tclr.com indnstries where you have lifeline users and thcn you 
price yonr water accordingly. You work on the demand side through consewation nieawres, you 
proniotc the efficient use and rwse of \cater and you’re going to get to a better place.” 

PETROLEUM 
SHOW,COM 

http://al bertaventure .com/20 I 0/12/business-person-of-the-year-20 I O-don-lowv-encor/ 9/26/2014 

http://tclr.com
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Hob Sandford, the Epcurchair of the Canadian Partnership Initiative in support of the United 
Nations’ “Water for Life” Decade, think. Lowy is ahead of his time when it comes to his dews on 
water management. ‘I think he understands both the local issrres with respect to water and the fact 
that Canadians take m t e r  for granted, but he also understands the global water cirriimstance, and I 
think he understands fidly how those global circumstances are going to present themselves here over 
time,” Sandford says. ‘I think that’s a valuable asset for a leader to have.? Sandford, who got to know 
Lmvry through the invite-only Kosenberg International Forum on Water Policy, which was held in 
Banff in 2006, s a p  that Loray  is highly iespected within the global community of e.qerts and 
academics who study wxter policy. ’He \vas the first ever private-sector speaker to open the 
conference. It’s usnally a head ofstate, so that gives you some idea of how well respected he is 
in ternationally.” 

 LON^ remains optimistic that sound leadership and good policies could be enongh to change our 
spendthrift approach to water, althongh he concedes that it may take a crisis to tndy alter pcople’s 
attitudes. Sandford believes that Lowy is one of a half-dosen people in senior executive positions in 
this countv with the leadership capacity to avoid that moment of crisis, but Bolton is a bit more 
pessimistic. ‘I say he’s an aivful good CEO, but he‘s not the messiah. People take water for granted, 
and to get people to change their attitude, I think, will require a ciisis.” 

If it comes to that, though, Lowy will be ready. *You can make that ciisis a launching pad, or you can 
make it your Waterloo,” he says, noting that the reinvention of Epcor itselfwas a respouse to a crisis 
of another sort, the deregulation of the Alberta electricity market. Bolton, who has seen his fair share 
of CEOs operate in the heat of battle, believes in Lowy’s ability to iise to the occasion. *He’s ver). 
sentimental, he’s wry family-oriented, and yet in a real crisis he’s as stoic and as  calm and as clear- 
thinking as anybody you’d want to know.” 

That orientation is what has kept Lowy 
grounded throughout his career. While it’s 
common to hear about executives willing to lay 
just ahout anything, from their own health to 
that of their family life, at the altar of 
professional success, Lowry isn’t willing to 
make those sorts of sacrifices. Success, he says, 
is the ability to create a balance between family, 
health and work. “It’s like jnggling three balls.” 
he says, ”and you can never let your family or 
your health ball drop. Work, you know, you can 
drop that froni time to time and get another job 
or modi@ it. Where I‘ve seen things go wrong is 
when people have comproniised on the first 
two. You just can’t.? 

He’s not peifwt, mind you. “He’s got one fault,” Bolton says. “He is terribly modest and shy, and he 
hates going out and selling the Epcor stoiy. He hates going out and glad-handing at cocktail parties. 
He hates visiting clients and chitty-chatting about nothing. He really struggles doing those sorb of 
things.” The Epcor story, Bolton says, deserves a wider hearing. “Have we told the Epcor s t o y  
properly to the citizens of Edmonton? The answer is no. The avcrage Edmontonian has no idea of all 
the good Epcar does to this city, over and above the financial return.“ 

Pon’t expect [awy to turn into a cheerleader any time soon, though. Instead, he’s content to 
continue moving Epcor towards its future in water and wires, while building a company whose 
influence extends beyond its hottom line. “Whether it was on the power or the water side, pcople 
here got a sense that we weren’t just building a company to pay a dividend. It’s not just a job. It’s not 
just a financial statement. \i7e’re doing interesting things.” 

The School Of Fish 
Don Lowry didn’t grow up dreaming of a corner office on the 28th floor. Instead, he had designs on it 
career that would have kept him closer to ground level. “When I was growing up, I was going to 
become a limnologist,“ he explains. That‘s the study of fresh water biolop.” But if that’s an uniisual 
childhood aspiration for a corporate titan, it’s also one that led him, in a roundaboat way, to the 
world of bisiness and the joh he has today. 

Growing up in  a family of modest means that couldn’t afford to buy horses for their kids and wasn’t 
particul:trly interested in (logs, Low~y set his sights a little lower when it ciinie to choosing :I pet. He 

http://albertaventure.com/20 I O/ 1 2/busiiiess-person-of-the-yeal--20 1 O-don-lowry-epcor/ 9/26/20 14 
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became a guppy enthusiast. ‘I went to the pet store one day, and there were these really fancy 
guppies but they cost a buck each.” Lowry explains. ‘I didn’t know until then that we were W r ,  
hecanse he [his father] said that I could have whatever fish I wanttxl but that I had to find a wa!- to 
pay for them.“ The voring Lown quickly figured out that the best way to pay for these high-end 
guppies \\-as to make more of them and sell them back to the \.en. same store. 

It wasn’t long before he was  supplying all of his local pet stores with guppies and other kinds of 
tropical fish, and it was a pursuit that provided him with both cntertainmmt and extra cash. More 
impoi%ant, he says, are the lessons that he leanied from them about how the world worh. First and 
foremost among those is the iniportance of water, a lesson that now informs Epcor‘s o m  mission. “It 
might sound a little biiarre,” he says, %ut if you are into fish, one thing you learn is the importance 
ofwater. It’s a base ingredient, and unless your water is clean, it has all the chemical elements, trace 
and otherwise, and is the right temperature and the right turbidit). and flow, your fish will not thrive 
and propagate.’ 

9/26/2131 4 Iittp://albe1-taventure.com/20 I O/ 12/busiiiess-person-of-the-year-20 I O-cion-low~~-e~corl . 
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The new zs-store?; Epcor tower, loczited near the northeast corner of 104 Avenue and 101 Street, is 
the first office tower to be built in dowiitoun Edmonton in 22 years, and one that's expected to earn 
1,EED-silver certification for low encrp.  water ant! resource nse npon its completion. 

Related 

h t s t  From VentureJoIxca 

~ 
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ABOUT US CAREERS 

(IPAGESRIOME-ASPX) /ABOUT PAGE /AB0 T-EPCOR.ASPX ICA ERSlP SICASEERSASPX) 
Home (/Pages/horne.aspx) > Abdut Us (/aboujbagesYabout-epcor.as& > %anciaf%!oorrnation 

COMMUNITY INVESTMENT 

EPCOR TECHNOLOGIES WATER SOLUTIONS 

NSASPX) TERSOLUTIONSASPX) 

SHAREHOLDER RETURN 
EPCORs common dividend is set by policy. I n  2013, EPCOR paid a dividend o f  $141 million to  our Shareholder 

DIVIDENDS PAID TO THE CITY OF EDMONTON - 1998-2013 
$1 50 .oo 
9135.00 

$1 20 .OQ 

5105.00 . 

$90.00 

575.00 

% a m  
545.00 

530.00 

115.00 

50.00 - . 

FINANCIAL INFORMATION 
Long-term sustainable financial performance is the foundation for our corporate responsibility. In format ion about 
EPCOR's financial performance is listed below including quarterly reports, year-end financial results, credit ratings 

and other information that may be of particular interest to  investors. 

REPORTS 
Below are our quarterly and annual financial reports. 

View our  Corporate Accountability Reports (/a bout/Pages/corporate-accountability.aspx). 

I i t t p : / / co rp . epcor . com/abou t /Pages / f in3a t ion . a s~s  9/25/2014 
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2014 
I 

EPCOR Financial Statements Q2 (http://corp.epcor.com/about/Documents/EPCOR-FinancialStatements 

7) EPCOR Financial Statements Q1 (http://corp.epcor.com/a bout/Documents/EPCOR-FinancialStatements 

.j EPCOR MD&A Q2 (http://corp.epcor.com/abou~Documents/EPCOR-MDA-Q2-2014.pdf) 1.18 KB 

EPCOR MD&A Q 1  (http://corp.epcor.com/about/Documents/EPCOR-MDA-Q1-2014.pdf) 105 KB 

-Q2-2014.pdf) 166 KB 

-Q1-2014.pdf) 1 2 1  KB 
II 

I. 

2013 

2012 

2011 

2010 

2009 

2008 

2007 

2006 

2005 

PRESENTATIONS 
View presentations about EPCOR's business units and financials. 

u t1 Investor Presentation - March 2014 (http://corp.epcor.com/a bout/Documents/epcor-investor-presentation- 
march-2014.pdf) 1,558 KB 

yf Investor Presentation - June 2013 (http://corp.epcor.com/about/Documents/EPCOR-investor-presentation- 
june-2013.pdf) 1,885 KB 

3 BMO Investor Presentation (http://corp.epcor.com/abou~Documents/EPCOR-BMO-Investor- 
Presentatiompdf) 588 KB 

A EPCOR Infrastructure and Util i t ies Conference: Debt Investor Presentation 
(http://corp.epcor.com/about/Documents/EPCOR-Debt-Investor.pdf) 675 KB 

Investor Presentation (http://corp.epcor.com/about/Documents/EPCOR-Investor-Presentation.pd~ 2,981 
KB 

H. 

"? - Q2 2009 Financial and Operational Highlights (http://corp.epcor.com/about/Documents/EPCOR-Q2- 
2009.pdf) 578 KB 

CREDIT RATINGS 
BBB+ by Standard & Poor's 

A (low) by Dominion Bond Rating Service Limited 

ANNUAL lNFORMATlON FORMS 
Annual Information Forms (AIF), company profiles, and additional information are posted on SEDAR: 

EPCOR Company Profile on SEDAR (http://www.sedar.com/DisplayProfile.do? 
lang=EN&issuerType=O3P*issuerNo=OOOl2250) 
All Associated Documents on SEDAR (http://www.sedar.com/DisplayCompanyDocuments.do? 
lang=EN&issuerNo=00012250) 

Page 2 of 2 
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EPCOR Water Arizona Inc. 
WS-0 1 303A- 1 4-00 1 0 
RUCORBM 2.4 

Residential 1,606,776 1,495,386 1,420,231 1,398,994 1,397,646 1,315,133 
Commercial 375,287 378,711 400,257 373,505 337,314 329,387 
Miscellaneous (Irrigation) 441,582.5 76,868.4 103,034.2 81,723.5 64,062.4 74.163.8 
Other Public Authority 88,128 93,563 82,758 78,678 89.1 85 85 550 

ise Valley 
Residential 2,136,330 2,173,131 2,094,211 2,220,751 2,239,123 2,196,852 
Commercial 808,213 826,571 868,072 91 1,845 925,415 878,498 
Other Public Authority 10,259 9,332 12,165 11,157 14,355 11,812 
Other Water Utility Resale 5,440 4,466 4,409 5,940 5.251 5,643 
Private Fire Service 185 162 1.068 583 4% A71 

gr- -* ~ ~ c i c i c ~ i t y  
Residential 3,509,090 3,305,718 3,004,945 3,079.560 3,127,098 3,074,441 
Commercial 714,448 838,002 847,422 896,605 878,769 900,898 
Miscellaneous (Irrigation) 229,988 198,429 146,386 12,822 3,041 2.622 



EPCOR - Mohave Water District 
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OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 1 
Witness: Michlik 

REVENUE REQUIREMENT 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operating Income (Loss) 

3 Current Rate of Return (L2 I L1) 

4 Required Rate of Return 

5 Required Operating Income (L4 * L1) 

6 Operating Income Deficiency (L5 - L2) 

7 Gross Revenue Conversion Factor 

8 Required Revenue Increase (L7 * L6) 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

11 Required Increase in Revenue (%) 

(A) 
COMPANY 

FAIR 
VALUE 

23,49631 4 

416,266 

1.77% 

6.87% 

1,614,211 

1,197,945 

1.6469 

1,972,914 

6,354,293 

8,327,207 

31.05% 

(B) 
RUCO 
FAIR 

VALUE 

$ 16,169,248 

$ 81 9,596 

5.07% 

6.09% 

$ 984,707 

$ 165,112 

1.6378 

I$ 270,426 I 
$ 6,455,475 

$ 6,725,901 

4.19% 

References: 
Column (A): Company Schedule A-1 
Column (B): RUCO Schedules 3 and 16 



EPCOR - Mohave Water District 
Docket No. WS01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 2 
Wtness: Michllk 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

[AI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (Line 23) 

Revenue Conversion Factor (L l  I L5) 

Calculation of Uncollecttible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Tax= (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Promrtv Tax Factof 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

100.0000% 
0.4678% 

99.5322% 
38.4761% 
61.0562% 
1.637836 

100.0000% 
37.9600% 
62.0400% 
0.7540% 
0.4678% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 
0.8318% 

0.5161% 
38.4761% 

$ 984,707 
819,596 

$ 165,112 

27 Income Taxes on Recommended Revenue (Col. [E], L52) $ 353,193 
28 Income Taxes on Test Year Revenue (Col. [E], L52) 252,168 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement $ 270,426 
31 Uncollectible Rate (Line 10) 0.7540% 
32 Uncolllectible Expense on Recommended Revenue (L30*L31) $ 2,039 

34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue $ 164,467 
36 Property Tax on Test Year Revenue 162,217 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 2,249 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) $ 270,426 

101,026 

33 Adjusted Test Year Uncollectible Expense $ 
2,039 

Calculation of lncome Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

Test 
Year 

$ 6,455,475 $ 270 
Xi 5.383.712 . .  
$ 407,465 
$ 664,298 

6.0000% 
$ 39,858 
$ 624,440 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 98,410 
$ 212,310 
$ 252,168 

RUCO 
Recommended 

,426 $ 6,725,901 
$ 5,388,000 
$ 407,465 
$ 930,435 

6.0000% 
$ 55,826 
$ 874,609 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 183,467 
$ 297,367 
$ 353,193 

53 Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [E]. L51j / [Col. [E]. L45 - Col. [E], L45] 34.0000% 

Calculation of Interest Svnchronization: 
54 RateBase 
55 Weighted Average Cost of Debt 
56 Synchronized Interest 

$ 16,169,248 

$ 407,465 
2.5200% 



EPCOR - Mohave Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
17 

19 

20 
21 
22 
23 
24 
25 
26 
27 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes 8. Credits 
Regulatory Liabilities 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

Net Regulatory Liability for Over-Collection of Depre. Exp. 

ADD: 

Deferred Debits 

Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (B) 

(A) (B) (C) 
COMPANY RUCO 

AS RUCO AS 
FlLED ADJUSTMENTS ADJUSTED 

$ 46,731,131 $ (6,121,255) $ 40,609,876 
15,934,125 (1,016,767) 14,917,358 

$ 30,797,006 $ (5,104,488) $ 25,692,518 

$ 570,329 $ 69,169 $ 639,499 
89,194 89,194 

$ 481,135 69,169 $ 550,305 

$ 7,012,710 $ $ 7,012,710 

8,257 

696,852 
106,450 

8,257 

696,852 
106,450 

1,265,114 1,265,114 

$ $ 1,265,114 $ 1,265,114 

$ 873.903 $ (873,903) $ (0) 

131,008 (14,591) 116,417 
0 0 

$ 23,496,514 $ (7,327,266) $ 16,169,248 
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EPCOR . Mohave Water Dlsttrict 
Docket No. WSOt303&14.0010 
Test Year Ended June 30.2013 

RUCO Schedule 9 
Witness: Radigan 

RATE BASE ADJUSTMENT NO. 5. POST-TEST YEAR PLANT AND ACCUMULATED DEPREClATlON 

~ .~ . - 
307000 BHC Well 16-4 
333000 Senices replaced 
331300 
334100 Meten replaced 
320200 Camp Mohave Manganese 
331200 Pegasus Ranch Interconned 
331200 Mains Scheduled replacelrelocate A2 
331200 
311200 PIantFad,tkaEqulpA2 
331001 V a l w  replaced 
331200 
346180 Upgrade Bullhead SCADA 
346180 Uwrade Bullhead SCADA 
331200 Main Breaks 
343000 Purchase Two Trimble Handhelds 
341400 Mohave water - Vehicles 
331001 V a l w n e w  
343000 Purchase Two Addtbml Toqhbooks 
311200 
338600 

31 1200 
343000 Purchase Touqhbook 
346100 Security 
31 1200 
320100 
311200 
304600 Office 8 Ops Center 
343000 TWIS a ~ ~ ~ i p  
343000 
320100 Mohavewater- Camp Mahave 
311200 Bullhead Chwater-  Backup Pumpat24-1 
311200 Mohavewater- Well24-1 
343000 Purchase L w p  Calibrator for SCADA 
331200 Bullhead Chwater-Valves New 
311200 Mohavewater-Bi BendAcresWell 
311200 Miscellaneous 
331200 
334100 Bullhead Ctywaler- Meten Replace 
331200 Main Breaks 
334100 Meten replaced 
333000 seNices replaced 
333000 Services replaced 

Bullhead Chwater-  Old BHC Scheduled Maan 

Mahave Water- Goldrush Main Relocate Planned 

Mohave water- Goldrush Main Relocate Planned 

Replace Pump and Molorat Camp Mohave Well 
Water water - GIS Map Books 

Mohave Water - A2 Gateway Booster Sfatin 
346100 Set"* 

Mohave Water. Desert Glen &osier Statan 
Replace Flow Cell an Chlarhe h l y z e r  at Well 16-2 
Replace Pumpat Pegasus Ranch Booster 

Bullhead Chwater - Tools 8 Equip 

Mohave water. 12" Canpn rd Scheduled Mains 

331001 Valves new 
331001 Valves replaced 
311200 Plant Facilties8EquipM 
331200 RPB Main Breaks- LMH 
334100 
334100 RPB Metem replaced- DFE 
333000 
333000 RPB SeM'ces replaced- LMH 
31 1200 
31 1200 

RPB Meten replaced- Camp Mohave 

RPB SeMces replaced- Camp Mohave 

Msc - PFE Rep1 Prod Meter-LR 
Misc - RPNB TE Rep1 Metal Locator 

tar 7A Allocated Corporate Plant: 
EMS Webviewer-ArcGIS 
GIS Data Model Convenbn 
Project GPS Software 
A2 Corp - Phx Office Improvements 
A2 IT Hardware 
A2 IT somvare 
Office 8 Ops center- central shared 
Tools 8 Equip - Central Shared 
Vdeo Conferenciw Solutin 
Laptops 
SePJem 
Vehicles 
Office 8 OPS Center - Phx Office 
Office 8 Opr Center - Central ON 
Plant Facillies 8 Equip. Az shared 
Tmls &Equipment - A2 shared 
Vehicles - A2 shared 
New Valve Truck for Eastern D i a n  
Securitv - Cenlral Div 
Securtv- Eastern D i  
Business Systems Upgrade - A2 
GIS Upgraded Enhancements - A2 
Engineering CMMS - Az 
Ewineeriw Proiect Management - A2 
Network Redundancy - A2 
Laotoos - A2 

LINE ACCT 
NO. NO. DESCRIPTION 

1 Post Test Year Plant: 
2 307000 Laredo Vmta Wall U7 
3 
4 
5 
B 
7 
8 
8 
10 
11 
13 12 

18 18 

14 
15 
16 
17 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
38 
40 
42 41 

43 
44 
45 
46 
47 
48 
49 
50 
51 52 

53 
54 
55 
56 .. 
57 Post Test Ye 
58 340300 
59 340300 
60 340300 
61 304600 
62 340200 
63 340300 
64 304600 
65 343000 
66 346200 
67 340200 
88 340200 
69 341400 
70 304620 
71 304600 
72 343000 
73 343000 
74 341400 
75 341400 
76 346100 
77 346100 
78 340300 
78 340300 
80 340300 
81 340300 
82 340200 
83 340200 , . ~ 

84 340200 Monilom-A2 
85 
86 
87 340300 ArcGlS lmplemenlalkm CA 
88 340300 Water USA Win7 Offce2012 - CA 
89 340300 ESRl Proiect(GIS) 
90 340300 Water USA Win7 Office2012. us 
81 340300 S A M S W ~ I ~ ~  a waste 
92 340300 AZITSoftware 
93 
84 Total 
95 
86 Accumulated Oepreciatan 

Posl Test Year 6U Allocated Cor~orate plant: 

' Amounts may not refled otheradiusments 

REFERENCES: 
Column [AI. Company Fdinq 
Column [Bl. Testimony FR 
Column IC1 Column [AI+ Column (e] 

rA1 (el 1c1 
COMPANY RUCO RUCO' 
PROPOSED ADJUSTMENTS RECOMMENDED 

5 2.581.878 t (2,591,679) t 
1,813,013 (1,813,013) 

363.470 (363.470) 

31.571 (31,571) 

42,312 (42.312) 

480.567 480.587 

360.547 360,547 

0 (0) 

91.554 (91.554) 

156,080 

7.894 

37,556 
11.680 

(37.556) 
(11.680) 

7,124 
11,055 
5,256 

1.709 

(256) 
1287) 
(938) 

(1.4 171 

(2,751) 
(3.279) 

(17.647) 
(93.557) 

6.831 
214,804 
579.867 
23.415 
4.048 

57.104 
222 

72 
190 
365 

3,239 
5.803 
2.576 

654 

1,636 

517 

862 

433 
1,531 
1.647 

531 
674 

(1.1081 

191 

(7.124) 
(1 1,055) 
(5.256) 

(1.708) 

258 
287 
838 

1,417 

2.751 
3,278 

17.647 
83.557 
(6.831) 

(214.804) 
(579.867) 

(23,415) 
(4.048) 

(57.104) 
(222) 
(721 

(180) 
(385) 

(3.239) 
/5.8031 
( 2.5 7 6 I 

(8541 

(1.636) 

(517) 
1.108 
(862) 

8 
(433) 

(1.531) 
(1.647) 

(531) 
(674) 

1 1,409 (11,408) 

11 (11) 
1,623 11,623) 
9,188 18.188) 

33,007 (33.007) 
7.668 (7,668) 

6 (6) 

s 6,972,389 5 (6,121.255) S 851.134 

s 15,934,125 S (95,031) 5 15,839,094 
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RUCO Schedule 10 
Witness: Coley 

P I  
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (6,001) 
(714) 

(1 49,862) 
(45) 
(553) 

(7.506) 

$ (164,681) 

EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT. 
- NO. rJ0. 

Direct Plant: 

1 320100 
2 330100 

341100 
342000 
344000 
345000 

3 

4 

DESCRIPTION 

Water Treatment Equipment Non-Media $ (20.283) 5 
Elevated Tank 8 Standpipes (3.569) 
Transportation Equip Light Duty Truks (709.706) 

Laboratory Equipment (2.158) 
Power Operated Equipment (20,334) 

Stores Equipment (109) 

IA l  [El 
TEST YEAR ("TY") END POST TEST YEAR ("PN") 

OVER-COLLECTED OVER-COLLECTED 
DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT 

1 9  
TOTAL 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

...... 

(9,722) 

(39.606) 

(610) 
(1 7,196) 

(114) 

$ (30,005) 
(3,569) 

(749,312) 

(2.767) 
(37.530) 

(223) 

Total Over-Depreciated Direct Plant $ (756.159) $ (67,247) 

District3 Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ........... 

REFERENCES. 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [Cl: Column [A] + Column IB] 
Column [D]: Column [C] x 20% 

$ (823,406) 

I$ (823.406)1 



EPCOR - Mohave Water District 
Docket No. WSdl303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVERCOLLECTED DEPRECIATION EXPENSE 

[AI IB l  IC1 PI 
TOTAL TOTAL TUBAC 

TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION 

Allocaled Coroorate Plant: 

1 304620 Slruclures & Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

Trial Balance a 
4 1568 Software Intangibles 
5 1569 Software Intangibles Amortization 

OVER-COLLECTED OVER-COLLECTED OVERCOLLECTED FACTOR 
DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 

$ (24.958) $ (9,888) $ (34,846) $ (3,415) 
(3.1 28,854) (721,389) (3,850243) (377,327) 

(52.912) (18,705) (71,618) (7.019) 

(0.0980011 

21,439 21,439 2.101 
(571.91 8) (571.918) (56.048) 

[El 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (682.98) 
(75,465.42) 
(1.403.72) 

6 Software Intangibles Net of Amortization $ (550.478) $ - $  (550,478) $ (53,947) (10,789.47L 

(3,757,203) $ (749,982) $ $ (88.341.58) 7 (4.507.185) $ (441.708) Total Corporate OverGollected Depreciation Exp. $ 

8 District's AZ-Corporate Plant OverGollected Depreciation Expense lo be Credited to Depreciation Expense ............................................. 1-1 

REFERENCES: 
Column [A]: Testimony TJC 
Column p]: Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column [D]: Column [C] x Districfs Allocation Factor 
Column [E]: Column [D] x 20% 



EPCOR - Mohave Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

COMPANY RUCO RUCO’ ACCT 
NO. 

RUCO Schedule 12 
Witness: Coley 

DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR ~ Mohave Water District 
Docket No. WS-01303A-144010 
Teat Year Ended June 30,2013 

RUCO Schedule 13 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 -REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC') AND DEPRECIATION EXPNESE 

[AI Is1 [CI 
COMPANY RUCO RUCO' 
PROPOSED ADJUSTMENTS RECOMMENDED 

LINE ACCT 
NO NO. DESCRIPTION 

(806861) $ 67,042 Deferred Debits s 873903 $ 

' Amounts may not reflect other adjustments 

REFERENCES 
Column [A] Company F i l q  
Column [E] Tesbmony TJC 
Column IC] Column [AI + Column [E] 



LINE 
NO. 

RUCO Schedule 14 
Witness: Coley 

ACCT COMPANY RUCO RUCO' 
NO. DESCRiPTiON PROPOSED ADJUSTMENTS RECOMMENDED 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11  
12 
13 
14 
15 
16 
17 
18 

RUCOs Calculation 
Cash 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal & Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
19 General Taxes-Property 
20 Taxes - Payroil 
21 Taxes -Other 
22 income Tax 

23 Interest Expense 

24 TOTAL 

25 

26 
' Amounts may not reflect other adjustments 

Proforma Revenue Expense Net 
Test Year Lag (Lead) Lag (Lead) Lag (Lead) 
Amount Days Days Days Col. C - Col. D 

161 [CI [Dl El 

1339,973 
26.779 
545,082 
10.867 
7,886 
950 

212,807 
192.587 
418,599 
6,694 

101,045 

16,923 
247,950 
50,657 
377.160 

551,778 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 

30.63 
113.08 
50.44 
7.00 
32.09 
30.42 
30.42 
32.33 
(10.72) 
67.98 
(33. IO) 
64.90 
49.83 
39.56 
32.57 
25.95 
45.63 

10.51 
(71.94) 
(9.30) 
34.14 
9.05 
10.72 
10.72 
8.81 
51.86 
(26.84) 
74.24 
(23.76) 
(8.69) 
1.58 
8.57 
15.19 
(4.49) 

164,467 41.14 213.25 (172.11) 
97.538 41.14 26.40 14.74 
52,291 41.14 (1 30.59) 171.73 
252.168 41.14 41.75 (0.61 ) 

407.465 41.14 91.25 (50.11) 

4,724,201 Cash Workina Capital Reauirement 

Company Working Capital Requirement 

RUG0 Cash Working Capital Adjustment 

~ .. 
Working 

LeadLag Capital 
Factor Required 

Col. E/?& Coi. B * Col. F 

[Fl 

0.03 

(0.03) 
0.09 
0.02 
0.03 
0.03 
0.02 
0.14 
(0.07) 
0.20 
(0.07) 
(0.02) 
0.00 
0.02 
0.04 
(0.01) 

(0.20) 

(0.47) 
0.04 
0.47 
(0.00) 

(0.14) 

[GI 

40,012 
(5,278) 
(1 3,891 ) 
1,016 
195 
28 

6,250 
4,647 
59,471 
(492) 

(6,578) 
(13,130) 

73 
5,822 
2,109 
(4.644) 

(77,552) 
3.938 
24,603 
(421 ) 

(55,940) 

(29,7621 

(15.171L 

(14.5911 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30, 2013 

RUCO Schedule 15 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 11 -NOT USED 

IA1 PI IC] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Regulatory Assets 

' Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column PI: Testimony TJC 
Column [Cl: Column [AI + Column (81 



EPCOR - Mohave Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 16 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Let  Blank 
Total Operating Revenues 

OPERATING EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
lnterest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (8): RUCO Schedule 17 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 27 and 28 
Column (E): Column (C) + Column (D) 

[AI [BI IC1 [Dl [El 
C 0 M P A N Y RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 

RECOMMENDED AS FILED ADJUSTMENTS ADJUSTED CHANGES 

$ 6,132,996 $ 101,182 $ 6,234,178 $ 270,426 $ 6,504,604 

221,297 221,297 221,297 

$ 6,354,293 $ 101,182 $ 6,455,475 $ 270,426 $ 6,725,901 

$ 1,389,973 
26,831 

546,720 

10,916 
7,886 

950 
347,018 
192,587 
4 18,599 

6,694 
85,438 

101,045 
581,279 

16,923 
247,950 

50,657 
377,160 

1,331,139 
163,376 
149,829 

(1 14,941) 

$ 5,938,027 
$ 416,266 

(13421 1) 

(29,720) 

(602) 

(501,828) 
(1 .I 59) 

367,109 

$ (302,150) 
$ 403,332 

$ 1,389,973 
26,779 

545,082 

10,867 
7,886 

950 
212,807 
192,587 
418,599 

6,694 
55,718 

101,045 
580,677 

16,923 
247,950 

50,657 
377,160 
829,311 
162,217 
149,829 
252,168 

$ 5,635,879 
$ 819,596 

$ $ 1,389,973 
26,779 

545,082 

10,867 
7.886 

950 
212,807 
192,587 
418,599 

6,694 
55,718 

101,045 
2,039 582,716 

16,923 
247,950 

50,657 
377,160 
829,311 

2,249 164,467 
149,829 

101,026 353,193 

$ 105,314 $ 5,741,194 
$ 165,112 $ 984,707 
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EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 18 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. I - ANNUALIZATIONS 

[AI [BI [Cl 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Water Revenues $ 6,132,996 $ (13,053) $ 6,119,943 

Purchased Water $ 26,831 $ (45) 26,786 

Fuel and Power $ 546,720 $ (1,329) $ 545,391 

Chemicals $ 10,916 $ (45) $ 10,871 

Customer Accounting $ 581,279 $ (602) $ 580,677 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

3 Purchased Water $ 26,831 $ (7) $ 26,824 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 546,720 $ (181) $ 546,539 

$ 10,916 $ (4) $ 10,912 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

RUCO Schedule 20 
Witness: Michlik 

I NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED I 
1 Purchased Water 3i - $  - $  

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

I NO. I DESCRIPTION 

RUCO Schedule 21 
Witness: Michlik 

PROPOSED I ADJUSTMENTS I RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 22 
Witness: Michlik 

COMPANY RUCO RUCO 
RECOMMENDED DES C RI PTlON PROPOSED ADJUSTMENTS 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 23 
Witness: Smith 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

3 

5 Mid-Term Incentive Plan (MTIP) 
6 
7 Advertising, Promotions and Donations 
8 Total 

RUCOs Summary of Corporate Allocation Disallowances 
4 Short-Term Incentive Plan (STIP) §i 

IT Affiliated Charges Expenses - Account 5628 

(91,622) 
(33,020) 

(869) 
(8,7001 

$ (134,211) 

’ Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 24 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

Allocation 
Percentage 

Normalized Proposed Rate Recommended Rate 
Case Expense Case Expense over 3 Years 

Company RUCO 

Paradise Valley Water District 
Sun City Water District 
Tubac Water District 

25% $ 161,530 $ 80,765 $ 26,922 
40% $ 262,102 $ 131,051 $ 43,684 

3% $ 17,890 $ 8,945 $ 2,982 
Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 25 
Witness: Michlik 

COMPANY RUCO RUCO' 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WSdl303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

PLANT In NonDepreciable DEPRECIABLE DEPRECIATION 
SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
Per RUCO PLANT (Col A - Col 6) RATE (Col C x Col D) 

RUCO Schedule 26 
Witness: Michlik 

Page I of 3 

Direct Plant 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 

301 000 
302000 
303200 
303300 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304700 
305000 
307000 
309000 
310000 
31 1000 
31 1200 
311500 
3201 00 
330000 
330100 
331001 
331100 
331200 
331 300 
331 400 
333000 
3341 00 
334200 
335000 
339200 
339600 
3401 00 
340200 
340300 
341 100 
341200 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
346200 
346300 

Organization 
Franchises 
Land & Land Rights Supply 
Land & Land Rights Pumping 
Land & Land Rights T&D 
Land & Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures & Improvements Treatment 
Structures 8 Improvements Trans & Dist 
Structures 8 Improvements General 
Structures & Improvements Offices 
Structures 8 Improvements Store,Shop,Gge 
Collect & Impounding 
Wells & Springs 
Supply Mains 
Power Production Equipment 
Pumping Equipment Steam 
Pumping Equipment Electric 
Pumping Equipment Other 
Water Treatment Equipment Non-Media 
Distribution Reservoirs & Standpipes 
Elevated Tank & Standpipes 
TD Mains Not Classified by Size 
TO Mains 4in & Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in & Grtr 
Services 
Meters 
Meter Installations 
Hydrants 
Other PIE-Supply 
Other PIE-CPS 
Oftice Furniture & Equipment 
Computer8 Periphal Equipment 
Computer Software 
Transportation Equip Light Duty Truks 
Transportation Equip Heavy Duty Truks 
Transportation Equipment Other 
Stores Equipment 
Tools.Shop,Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control & Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Total Plant 

Corporate Plant Allocation 
304500 Structures B Improvements General 
304620 Structures 8 Improvements Leasehold 
334100 Meters 
339600 Other P/E-CPS 
340100 Office Furniture 8. Equipment 
340200 Computer & Periphal Equipment 
340300 Computer Software 
340300 Computer Software Other 
344000 Laboratory Equipment 
3461 00 Communication Equipment Non-Telephone 
346190 Remote Control B Instrument 
346200 Communication Equipment Telephone 
346300 Communication Equipment Other 
347000 Miscellaneous Equipment 

Total Corporate Piant Allocation 

34,004 
37,061 

528,700 
2,351 
9,609 

47.358 
475,826 
31,201 
47.846 
43,546 
43,231 

449,617 
29,223 

663,944 
2,084,561 

93,481 
50,355 

409,521 
2,777,913 

1,009 
97,220 

2,832,819 

105,048 
12,008,818 
3,656.688 

994,223 
76,265 

6,878,014 
2,485,178 

276,354 
185,402 
82,583 

179,702 
101,669 
109,956 

3,521 
99.01 5 
72,088 
22,292 
1,420 

221,411 
7,623 

171,959 
177,822 
724,648 

$ 5,111 $ 
$ 39,437,207 $ 

$ 9,553 $ 
$ 1,950 $ 
$ 1,151 $ 
$ 35,759 $ 
$ 123,778 $ 
$ 80,208 $ 
$ 1,477 $ 
$ 624 $ 
$ 1,693 $ 
$ 18,236 $ 
$ 1.489 $ 
$ 5,230 $ 
$ 480 $ 

34,004 $ 
37,061 $ 

528,700 $ 
2,351 $ 
9,609 $ 

47.358 $ 
- 1 6  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- 8  
- $  

97,220 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

99,015 $ 
- $  
- $  

1,420 $ 
- $  

7,623 $ 
171,959 $ 

- $  
- $  
- $  
- $  

1,036,319 $ 

475,826 
31,201 
47,846 
43,546 
43,231 

449,617 
29,223 

663,944 
2,084,561 

93,481 
50,355 

409,521 
2,777,913 

1,009 

2.832.819 

105,048 
12,008,818 
3,656,688 

994,223 
76,265 

6,878,014 
2,485,178 

276,354 
185,402 
82.583 

179,702 
101,669 
109,956 

3,521 

72,088 
22,292 

221,411 

177,822 
724,648 

5,111 
38,400,889 

9,553 
1,950 
1,151 

35,759 
123,778 
80,208 

1,477 
624 

1,693 
18,236 
1,489 
5,230 

480 

0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
2.50% $ 
1.67% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 
1.54% $ 
4.00% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.00% $ 
3.33% $ 
3.33% $ 

10.00% $ 
20.00% $ 
20.00% $ 
14.29% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 

4.50% $ 

11.896 
624 
957 
871 

1,081 
11,240 

731 
11,066 
52,114 

1,558 
1,679 

16,381 
111,117 

40 

43,582 

2,101 
171,555 
52,238 
14,203 
1,089 

171,950 
207,098 

6,909 
3.708 
2.753 
5,990 
4,575 

10,996 
704 

10,298 
3,715 

8,856 

17,782 
72,465 

10.00% $ 51 1 
$ 1,034,433 

2.50% $ 239 
2.50% $ 49 
8.33% $ 96 
3.33% $ 1,192 
4.50% $ 5,570 

10.00% $ 8,021 
20.00% $ 295 
20.00% $ 125 
4.00% $ 68 

10.00% $ 1,824 
10.00% $ 149 
10.00% $ 523 
10.00% $ 48 

$ 39,906 $ - $  39,906 6.25% $ 2,494 
$ 321,535 $ - $  321,535 $ 20,692 



EPCOR - Mohave Water District 
Docket No. WS41303A-14-0010 
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DEPRECIATION PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
. NO. NO. DESCRIPTION Per RUCO PLANT (Col A - COI 6) RATE (Col C x Col D) 

RUCO Schedule 26 
Witness: Michlik 

Page 2 of 3 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
21 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

307000 
307000 
333000 
331 300 
3341 00 
320200 
331200 
331 200 
331200 
31 1200 
331001 
331 200 
346190 
346190 
331200 
343000 
341400 
331001 
343000 
31 1200 
339600 
346100 
311200 
343000 
346100 
311200 
320100 
311200 
304600 
343000 
343000 
320100 
31 1200 
311200 
343000 
331200 
311200 
311200 
331200 
334100 
331200 
334100.0 
333000.0 
333000 
331001 
331001 
31 1200 
331200 
334100 
334100 
333000 
333000 
31 1200 

Laredo Vista Well #2 
BHC Well 16-4 
Services replaced 
Bullhead City water - Old BHC Scheduled Main 
Meters replaced 
Camp Mohave Manganese 
Pegasus Ranch Interconnect 
Mains Scheduled replace/relocate AZ 
Mohave water - Goldrush Main Relocate Planned 
Plant Facilities & Equip AZ 
Valves replaced 
Mohave water - Goldrush Main Relocate Planned 
Upgrade Bullhead SCADA 
Upgrade Bullhead SCADA 
Main Breaks 
Purchase Two Trimble Handhelds 
Mohave water - Vehicles 
Valves new 
Purchase Two Additional Toughbooks 
Replace Pump and Motor at Camp Mohave Well 
Water water - GIS Map Books 
Security 
Mohave Water - AZ Gateway Booster Station 
Purchase Toughbook 
Security 
Mohave Water - Desert Glen Booster Station 
Replace Flow Cell on Chlorine Analyzer at Well 16-2 
Replace Pump at Pegasus Ranch Booster 
Office & Ops Center 
Tools 8 Equip 
Bullhead City water - Tools 8 Equip 
Mohave water - Camp Mohave 
Bullhead City water - Backup Pump at 24-1 
Mohave water - Well 24-1 
Purchase Loop Calibrator for SCADA 
Bullhead City water - Valves New 
Mohave water - Big Bend Acres Well 
Miscellaneous 
Mohave water - 12" Canyon rd Scheduled Mains 
Bullhead City water - Meters Replace 
Main Breaks 
Meters replaced 
Services replaced 
Services replaced 
Valves new 
Valves replaced 
Plant Facilities & Equip AZ 
RPB Main Breaks- LMH 
RPB Meters replaced- Camp Mohave 
RPB Meters replaced- DFE 
RPB Services replaced- Camp Mohave 
RPB Services replaced- LMH 
Misc - PFE ReDl Prod Meter-LR 

55 311200 Misc - RPNB TE Rep1 Metal Locator 
56 Total Post Test Year Plant 

490,587 

360,547 

2.50% $ 
2.50% $ 
2.50% $ 
1.43% $ 
8.33% $ 
10.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
4.00% $ 
2.00% $ 
1.43% $ 
10.00% $ 
10.00% $ 
1.43% $ 
4.00% $ 
16.67% $ 
2.00% $ 
4.00% $ 
4.00% $ 
3.33% $ 
10.00% $ 
4.00% $ 
4.00% $ 
10.00% $ 
4.00% $ 
5.00% $ 
4.00% $ 
2.50% $ 
4.00% $ 
4.00% $ 
5.00% $ 

4.00% $ 
4.00% $ 
1.43% $ 
4.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
1.43% $ 
8.33% $ 
2.50% $ 
2.50% $ 
2.00% $ 
2.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
8.33% $ 
2.50% $ 
2.50% $ 
4.00% $ 

4.00% $ 

7,008 

36,055 

$ - $  - $  4.00% $ 
$ 851,134 $ - $  851,134 $ 43,063 
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OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

RUCO Schedule 26 
Witness: Michlik 

Page 3 of 3 

[Ll.lI qCCT 1 
1 Post 

[A] [E] [C] [D] [E] 
DEPRECIATION 

(Col C x Col D) 

PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
NO. NO. DESCRIPTION Per RUCO PLANT (COl A - Co le )  RATE 

1 Post Test Year Corporate Plant 

[A] [E] [C] [D] [E] 
PLANT In NonDepreciable DEPRECIABLE 
SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 

DEPRECIATION 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

340300 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341 400 
304620 
304600 
343000 
343000 
341400 
341 400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 
340300 

EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Sobare  
Office 8 Ops Center - Central Shared 
Tools & Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastem Div 
Business Systems Upgrade - AZ 
GIS Upgraded Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater & Waste 
AZ IT Software 

35 Total Post Test Year Corporate Plant 
36 
37 Total 
38 
39 Composite Depreciation Rate: 
40 
41 Amortization of CIAC: 
42 
43 
44 Less Amortization of CIAC: 
45 
46 
47 
48 
49 
50 

Contributions in Aid of Construction ("CIAC"): 

Depreciation Expense before Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 173+175+180+182) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

$ - $  - $  20.00% $ 
$ - $  - 5  20.00% $ 
$ - $  - $  20.00% $ 

$ - $  - $  10.00% $ 
$ - $  - $  20.00% $ 

$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 

$ - $  - $  2.50% $ 

$ - $  - $  2.50% $ 
$ - $  - $  4.00% $ 

$ - $  - $  8.33% $ 

$ - $  - $  2.50% $ 
$ - $  - $  2.50% $ 

$ - $  - $  1.43% $ 
$ - $  - $  4.00% $ 

$ - $  - $  16.67% $ 
$ - $  - $  4.00% $ 

$ - $  - $  8.33% $ 
$ - $  - $  1.43% $ 
$ - $  - $  8.33% $ 
$ - $  - $  2.50% $ 

$ - $  - $  4.00% $ 
$ - $  - $  1.43% $ 
$ - $  - $  8.33% $ 
$ - $  - $  1.43% $ 

$ - $  - $  4.00% $ 

$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ $ $ 

$ 40,609,876 $ 1,036,319 $ 39,573,557 $ 1,098,188 

2.78% 
$ 570,329 
$ 15,855 

$ 1,098,188 
$ 15,855 
$ 1,082,333 

$ 1,306,273 

$ (223,940) 

$823,406 
$441,708 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column IC]: Column [A] -Column [E] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$ (22,070) 

$ (164,681) 
(88,342) 

$ (253,023) 

$ (2,795) 

$ (501,828) 

$ 1,331,139 

$ 829,311 
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RUCO Schedule 27 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

LINE RUCO 
NO. Property Tax Calculation 

1 RUCO Adjusted Test Year Revenues 
2 Weight Factor 
3 Subtotal (Line 1 * Line 2) 
4 RUCO Recommended Revenue, Per Schedule JMM-1 
5 Subtotal (Line 4 + Line 5) 
6 Number of Years 
7 Three Year Average (Line 5 I Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 * Line 8) 
10 Plus: 10% of CWlP - 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 
13 Assessment Ratio 
14 Assessment Value (Line 12 + Line 13) 
15 Composite Property Tax Rate (Per Company Schedule) 
16 
17 RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
18 Company Proposed Property Tax 
19 
20 RUCO Test Year Adjustment (Line 16-Line 17) 
21 Property Tax - RUCO Recommended Revenue (Line 14 Line 15) 
22 RUCO Test Year Adjusted Property Tax Expense (Line 16) 
23 Increase in Property Tax Expense Due to Increase in Revenue Requirement 
24 
25 Increase to Property Tax Expense 
26 Increase in Revenue Requirement 
27 Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 6,455,475 
2 

12,910,950 
6,455,475 

19,366,426 
3 

6,455,475 
2 

12,910,950 
90,135 

13,001,085 
18.1% 

2,350,986 

$ 6,455,475 
2 

$ 12,910,950 
$ 6,725,901 

19,636,851 
3 

$ 6,545,617 
2 

$ 13,091,234 
90,135 

$ 
$ 13,181,369 

18.1% 
$ 2,383,587 

6.9000% 6.9000% 

$ 162,217 
163,376 

$ 

$ (1 , I  59) 
164,467 $ 

$ 162,217 
$ 2,249 

$ 2,249 
270,426 

0.831814% 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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RUCO Schedule 28 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
- NO. DESCRl PTI ON 

1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Operating Expenses Excluding Income Taxes 

Test Year 
$ 6,455,475 
$ 5,383,712 
$ 407,465 
$ 664,298 

6.0000% 
$ 39,858 
$ 624,440 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 98,410 
$ 212,310 
$ 252,168 

$ 16,169,248 
2.52% 

$ 407,465 

27 
28 
29 

Income Tax - Per RUCO $ 252,168 
(1 14,941) 

RUCO Adjustment $ 367,109 
Income Tax - Per Company $ 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
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OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
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OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
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OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
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LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base 

REVENUE REQUIREMENT 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FA1 R 
VALUE 

39,380,442 

2,193,723 

5.57% 

6.87% 

2,705,436 

511,714 

1.6442 

841,337 

9,648,251 

10,489,588 

8.72% 

RUCO Schedule I 
Witness: Michlik 

PI 
RUCO 
FAIR 

VALUE 

$ 35,496,554 

$ 2,547,424 

7.18% 

6.09% 

$ 2,161,740 

$ (385,684) 

1.6350 

I S  (630,585)l 

$ 9,797,436 

$ 9,166,851 

-6.44% 

References: 
Column (A): Company Schedule A-I  
Column (B): RUCO Schedules 3 and 16 
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GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (Ll I L5) 

Calculation of Uncollectfible Factor; 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate; 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prooertv Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined income Tax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (L20*L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [B], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L30*L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncorne Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

100.0000% 
0.1748% 

99.8252% 
38.6623% 
61.1629% 
1.634977 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 

1.1320% 
0.7023% 

38.6623% 

§i 2.161.740 . .~ 
2,547,424 

$ (385,684) 

$ 775,369 
1,011,355 

(235,986) 

$ 326,204 
333,343 

(7,1381 
$ (630.585) 

Test 
Year 

$ 9,797,436 $ 
$ 6,238,658 
$ 894,513 
$ 2,664,265 

6.0000% 
$ 159,856 
$ 2.504,409 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 737.599 
$ 851,499 
$ 1,011,355 

53 Applicable Federal Income Tax Rate [Col. [E], L51 - Col. (B], L51] l [Col. [E], L45 - Col. [E], L45) 

RUCO 
Recommended 

(630,585) $ 9,166,851 
$ 6,229,743 
$ 894.513 
$ 2,042,595 

6.0000% 
$ 122,556 
$ 1,920,039 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 538,913 
$ 652,813 
$ 775,369 

34.0000% 

Calculation of Interest Svnchronization: 
54 RateBase 
55 Weighted Average Cost of Debt 
56 Synchronized Interest 

$ 35,496,554 

$ 894,513 
2.5200% 



EPCOR - Paradise Valley Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE - 

LINE 
- NO. 

1 Plant in Sewke 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 
4 
5 L E S S :  
6 
7 
8 Less: Accumulated Amortization 
9 NetClAC 
10 
11 
12 
13 Customer Meter Deposits 
14 Customer Deposits 
15 Deferred Income Taxes & Credits 
17 FHSD Settlement 

Contributions in Aid of Construction (CIAC) 

Advances in Aid of Construction (AIAC) 

RUCO Schedule 3 
Witness: Coley 

ORIGINAL COST 

[AI [BI [CI 
COMPANY RUCO 

AS RUCO AS 
FlLED ADJUSTMENTS ADJUSTED 

$ 73,128,007 $ (1,639,177) $ 71,488,830 
24,416,606 

$ 49,672,623 $ (2,600,400) $ 47,072,223 
23,455,384 961,222 

$ 18,167,524 $ 18,123,892 $ 43,632 
8,864,120 8,864,120 

$ 9,259,772 $ 43,632 $ 9,303,404 

$ 1,554,766 $ 1,554,766 $ 

23,819 

212,749 
39,646 

23,819 

212,749 
39,646 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

Net Regulatory Liability for Over-Collection of Depre. Exp. 

ADD: 

Deferred Debits 

Working Capital Allowance 
Reconciling Itern 

Original Cost Rate Base 

532,932 532,932 
106,586 106,586 

$ $ 426,346 $ 426,346 

$ 778,686 $ (778,686) $ 

19,885 (34,825) (14,940) 
(0) (0) 

$ 39,380,442 $ (3,883,888) $ 35,496,554 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (6) 
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EPCOR - Paradise Valley Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 8 
Witness: Radigan 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 

30 

IA1 [E] [C 1 
COMPANY RUCO RUCO' LINE ACCT 

NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Post Test Year Direct Plant: 

304200 Country Club BPS 
335000 
331001 
343000 
341400 
3201 00 
339600 
346190 
320200 
343000 
311200 
31 1200 
311200 
31 1200 
335000 
331200 
334100 
333000 
331001 
334100 
304600 
343000 
331200 
311200 
346 190 
3351 00 
331200 
334100 
333000 
343000 
331001 
335000 
31 1200 
31 1200 
31 1200 
31 1200 
31 1200 
31 1200 
331200 

PV water - Hydrants New 
PV water -Valves Replace 
PV water - Tools 8 Equip 
PV water -Transportation Equip 
PV - MRTF 
PV water - GIS Map Books 
PV water - SCADA 
PV water - Arsenic Removal Facility 
PV water -Concrete saw 
PV water - MRTF O.P. pump #2 
PV water - Well 11 
PV water-Las Brisas Booster Pump Replacement 
PV water - Well 128 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Valves replaced 
Meters up/downsize 
Office 8 Ops Center 
Tools & Equip 
Mains Scheduled repiaceirelocate A2 
Plant Facilities & Equip AZ 
SCADA AZ 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Tools & Equip 
Valves replaced 
PV water - Hydrants New 
Plant Facilities & Equip AZ 
PFE Las Brisas Electrical Meter 
PFE Well # I5  Pump 
PFE PV Automated External Defibrillator 
RPNB PFE DP #3 VFD 
RPNB PFE Well #14 Pump 
Mains Scheduled replacelrelocate Az 

Post Test Year Allocated CorDorate Plant: 
340300 ArcGiS ImDiementation CA 
340300 
340300 
340300 
340300 
340300 
340300 
340300 
304620 
340200 
340300 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
346100 
346100 
341400 
340300 
340300 
340330 
340300 
340200 
340200 
340200 

Water USA win7 Office2012 - CA 
ESRl Project (GiS) 
Water USA Win7 Office2012 - US 
SAMSWater & Waste 
EMS Webviewer-ArcGiS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software (7A) 
AZ IT Software (6U) 
Office & Ops Center - Central Shared 
Toois & Equip - Central Shared 
Video Conferencing Solution 
Laptop s 
Servers 
Vehicles 
Office & Ops Center ~ Phx Office 
Ofice 8 Ops Center. Central Div 
Plant Facilities & Equip - AZ shared 
Tools 8 Equipment - A2 shared 
Vehicles - AZ shared 
Security - Central Div 
Security ~ Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Div 
Business Systems Upgrade -AZ 
GIS Upgrades1 Enhancements - AZ 
Engineering CMMS -AZ 
Engineering Project Management - AZ 
Network Redundancy ~ AZ 
Laptops -AZ 
Monitors - AZ 

Total 

79 Accumulated Depreciation 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A): Company Filing 
Column [E]: Testimony FR 
Column [Cl: Column [A] + Column [B] 

$ 1,279,112 $ 
1,265 

(54.000) 
(21,584) 
(6.958) 

(12,760) 
1,490 
(268) 

64.725 

2,192 
2,394 

50,719 
10,277 
33,177 

157.530 
105,328 

591,754 
16.118 
31,046 

187,112 
229,393 

(5.170) 
125,876 

(48) 
73.894 
5,792 

15.698 
2,098 

23,198 
1,504 

26 

3 
496 

2,805 
10,077 
2,341 

499 

158 
(339) 
263 

(3) 
2 

132 
467 
564 
162 
206 

- $  
(1,265) 
54,000 
21,584 
6,958 

12.760 
(1,490) 

268 
(64,725) 

220 
1,288 

(2,710) 
(2.192) 
(2,394) 

(50,719) 
(10,277) 
(33,177) 

(157.530) 
(105,328) 

691,754) 
(16,118) 
(31.046) 

(187,112) 
(229,393) 

5,170 
(125,876) 

48 
(73.894) 
(5,792) 

(15,698) 
(2.098) 

(23.198) 
(1.504) 

(26) 

(3) 
(496) 

(2.805) 
(1 0,077) 
(2.341) 

(499) 

(158) 
339 

(263) 
3 

(2) 
(132) 
(467) 
(564) 
(162) 
(206) 

1,279.1 12 

3.483 (3.483) 

$ 2,933.450 $ (1,654,338) $ 1,279,112 

(53,102) $ 23,402,282 $ 23,455,384 6 



EPCOR - Paradise Valley Water District RUCO Schedule 10 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 6 -REGULATORY LIABILITY -DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

LINE ACCT. 
- NO. 

Direct Plant: 

1 304100 
2 340200 
3 340300 
4 341100 
5 341300 
6 346100 

7 

8 

DESCRIPTION 

In1 [El IC1 
TEST YEAR ("W) END POST TEST YEAR ( " P N )  TOTAL 

OVERCOLLECTED OVER-COLLECTED OVERCOLLECTED 
DEPRECIATION DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT AMOUNT 

Structures 8 Improvements Supply $ (52,549) $ (7,927) $ (60,476) 
Computer 8 Periphal Equipment (55,618) (7,615) (63,233) 
Computer Software (143,937) (1 8.702) (1 62,639) 
Transportation Equip Light Duty Truks (20,414) 0 (20.41 4) 

Communication Equipment Non-Telephone (2.145) (89,159) (91,304) 
Transportation Equipment Autos (13) (13) 

Total Over-Depreciated Direct Plant $ (274.675) $ (123.4031 $ (398,078) 

District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ..................................... I $ (398,078)] 

REFERENCES. 
Column [AI: Testimony TJC 
Column [E]: Testimony TJC 
Column [Cl: Column [A] +Column [E] 
Column [D]: Column [C] x 20% 

Witness: Coley 

ID1 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (12.095.18) 
(12.646.67) 
(32,527.77) 
(4.082.76) 

(2.53) 
(18.260.73) 

(79.6161 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

RUCO Schedule 11 
Witness: Coley 

Allocated Comorate Plant: 

1 304620 Structures 8 Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

[AI PI [CI [Dl [El 
TOTAL TOTAL TUBAC CREDIT 

TOTAL ALLOCATION ANNUAL TY AZ-CORPORATE PTY AZ-CORPORATE 
OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 1 1  20% 

(24,958) $ (9,888) $ (34,846) $ (1,043) $ (209) 
(3.128.854) (721,389) (3,850243) (1 15.198) (23,040) 

(6 

(52.912) (1 8,705) (71 $1 8) (2.143) (429) 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 21,439 21,439 641 
5 1569 Software Intangibles Amortization (571.9181 (571.918) (17,112) 

6 

7 

$ (550.478) $ - $  (550,478) $ (16,470) (3.294) Software Intangibles Net of Amortization 

Total Corporate Over-Collected Depreciation Exp. $ (3,757,203) $ (749,982) $ (4507,185) $ (134,854) (26.971) 

8 District's AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ....................................... 1- 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [Cl: Column [A] +Column [E] 
Column [DJ: Column [C] x District's Allocation Factor 
Column [a: Column ID] x 20% 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

[A] [E] [C] 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 ClAC $ 9,259,772 $ 43,632 9,303,404 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

LINE 

RUCO Schedule 13 
Witness: Coley 

COMPANY RUCO RUCO’ ACCT 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [Cl: Column [A] +Column [B] 

RECOMMENDED 



EPCOR - Paradise Valley Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 14 
Wltness: Coley 

RATE BASE ADJUSTMENT NO. 10  CASH WORKiNG CAPITAL 

[AI [B] [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance I 19.885 $ (34.825) (14,940) 

[AI 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
Property Taxes 
Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

' Amounts may not reflect other adjustments 

Proforma 
Test Year 
Amount 

[Bl 

1,205,431 
151,278 

1,308,078 
60.878 
15,320 

860 
196,101 
233.418 
321,965 

3,881 

138.643 
190,324 
30,456 

132,498 
91,440 

327,031 

326,204 
85,375 
35,401 

1.01 1,355 

894,513 

6,760,451 

Working 
Rev en u e Expense Net LeadAag Capital 

Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 
Days Col. C - Col. D Col. El365 COl. B * Col. F Days Days 

fC1 [Fl [GI 

41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 

30.63 
43.67 
49.43 
16.00 
60.86 
30.42 
30.42 
51.27 

(10.72) 
67.98 

(33.29) 
54.92 
49.83 
31.64 
34.30 
30.35 
50.45 

10.49 
(2.55) 
(8.30) 
25.13 
(19.74) 
10.71 
10.71 

(1 0.1 5) 
51.84 

(26.86) 
74.42 

(13.79) 
(8.71) 
9.49 
6.82 

10.78 
(9.32) 

0.03 
(0.01) 
(0.02) 
0.07 
(0.05) 
0.03 
0.03 

(0.03) 
0.14 

(0.07) 
0.20 

(0.04) 
(0.02) 
0.03 
0.02 
0.03 

(0.03) 

34,650 
(1,055) 

(29,756) 
4,191 
(828) 

25 
5,751 

(6,489) 
45,729 

(286) 

(5.239) 
(4,541) 

792 
2,476 
2,700 

(8.351 ) 

41.13 213.25 (172.13) (0.47) (153,830) 

0.47 16,546 41.13 (129.47) 170.59 
41.13 41.75 (0.63) (0.00) (1,732) 

41.13 91.25 (50.13) (0.14) (122.842) 

41.13 26.40 14.72 0.04 3.444 

Cash Workinq Capital Requirement (218.647L 

Company Working Capital Requirement (183.822) 

RUCO Cash Working Capital Adjustment (34.825L 



EPCOR - Paradis Valley Water District 
Docket NO. WS-01303A.14-0010 
Test Year Ended: JUM 30.2013 

RUCO Schedule 15 
Witness: cotey 

RATE BASE ADJUSTMENT NO. 11. REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ["AFUOCq AND DEPRECIATION EXPNESE 

[AI IBI [CI 
COMPANY RUCO RUCO' 

LINE ACCT 
NO. NO. DESCRIPTION PROPOSED RECOMMENDED ADJUSTMENTS 

Defstred Oebils 

' Amounts may mt r e k l  o t k  sdiuElmants 

REFERENCES. 
Column [A I  Compeny Filing 
Column [B]: Testimony TJC 
Column IC1 Column [AI f Column [Bl 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-I 4-001 0 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Schedule 16 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel 8, Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support SeMkes 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Properly Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I 
Column (B): RUCO Schedule 17 
Column (C): Column (A) +Column (B) 
Column (D): RUCO Schedules 27 and 28 
Column (E): Column (C) +Column (D) 

IAI [BI [Cl [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 9,589,273 $ 149,185 $ 9,738,458 $ (630,585) $ 9,107,873 

58,978 58,978 58,978 

$ 9,648,251 $ 149,185 $ 9,797,436 $ (630,585) $ 9,166,851 

$ 1,205,431 

1,329,578 

58,805 
15,320 

860 
314,349 
233,418 
321,965 

3,881 
66,802 

138,643 
197,288 
30,456 

132,498 
91,440 

512,882 
1,608,655 

335,846 
120,776 
735,635 

$ 7,454,528 
$ 2,193,723 

$ 
151,278 
(21,500) 

2,073 

(1 18,248) 

(26,922) 

(832) 

(185,851) 
(277,730) 

(2.503) 

275,720 

$ (204,515) 
$ 353,700 

$ 1,205,431 
151,278 

1,308,078 

60,878 
15.320 

860 
196,101 
233,418 
321,965 

3,881 
39,880 

138,643 
196,456 
30,456 

132,498 
91,440 

327,031 
1,330,925 

333,343 
120,776 

1,011,355 

$ 7,250,012 
$ 2,547,424 

(7,138) 

(235,986) 

1,205,431 
151,278 

1,308,078 

60,878 
15,320 

860 
196,101 
233,418 
321,965 

3,881 
39,880 

138,643 
194,680 
30,456 

132,498 
91,440 

327,031 
1,330,925 

326,204 
120,776 
775,369 

$ (244,901) $ 7,005,112 
$ (385.684) $ 2,161,739 



.. 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

RUCO Schedule 18 
Witness: Michlik 

[AI [BI [CI 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

$ 9,589,273 $ 83,225 $ 9.672.498 Water Revenues 

Purchased Water 

Fuel and Power 

Chemicals 

Customer Accounting 

!3 - z  - z  

$ 1,329,578 $ 12,230 $ 1.341.808 

$ 58,805 $ 597 $ 59.402 

$ 197,288 $ (832) $ 196.456 

REF E RENC ES : 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 19 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

[AI [BI [CI 1 LINE I COMPANY RUCO RUCO’ 
I NO. 1 DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 

1 Metered Water Sales $ 9,589,273 $ 65,960 $ 9,655,233 
,-l 
L 

3 Purchased Water 
4 

$ - $  13,196 $ 13,196 

5 Fuel and Power 
6 

$ 1,329,578 $ 7,501 $ 1,337,079 

7 Chemicals 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 58,805 $ 1,476 $ 60,281 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 20 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 3 -ADD CAP CHARGES TO BASE RATES 

I 1 LINE I COMPANY I RUCO RUCO I 
[AI P I  tC1 

I ADJUSTMENTS I RECOMMENDED I I NO. I DESCRIPTION PROPOSED 
1 Purchased Water ti - $  138,082 $ 138,082 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[AI [BI [Cl 
I LINE I I COMPANY I RUCO I RUCO 

ADJUSTMENTS I RECOMMENDED I NO. I DESCRIPTION I PROPOSED I 
1 Fuel&Power $ 546,720 $ (41,231) $ 505,489 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (22) 
$ (94,695) 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 22 
Witness: Michlik 

COMPANY RUCO RUCO 
PROPOSED ADJUSTMENTS RECOMMENDED DESCRIPTION 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

;b - &  

2 
3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  - $  



LINE COMPANY 
NO. DESCRIPTION PROPOSED 

RUCO RUCO’ 
ADJUSTMENTS RECOMMENDED 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

Company 
Proposed Rate 
Case Expense 

Allocation 
Percentage 

RUCO Schedule 24 
Witness: Michlik 

Normalized Recommended Rate Over Years 
RUCO 

Case Expense 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

[AI P I  [C] 
I LINE I I COMPANY I RUCO RUCO I _ _  I NO. I DESCRIPTION I PROPOSED !ADJUSTMENTS] RECOMMENDED 

1 Rate Case Expense $ 66,802 $ (26,922) $ 39,880 

Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 25 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 8 - REVERSE TANK MAINTENANCE EXPENSE 

[AI PI [CI 
I LINE I COMPANY RUCO I RUCO' I 
I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 

1 Maintenance Exoense !% 512882 z 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

PLANT In 
SERVICE 
Per RUCO 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

NonDepreciable 
o r  Fully Depreciated 

PLANT 

DEPRECIABLE DEPRECIATION 
PLANT DEPRECIATION EXPENSE 

(Col A - Col 8 )  (Col C x Col D) RATE 

341100 
341 300 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
346300 

Transportation Equip Light Duty Truks 
Transportation Equipment Autos 
Transportation Equipment Other 
Stores Equipment 
Tools.Shop,Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Other 

49 Total Plant 
50 
51 Corporate Plant Allocation 
52 304500 Structures 8 Improvements General 
53 304620 Structures 8 Improvements Leasehold 
54 334100 Meters 
55 339600 Other P/E-CPS 
56 340100 Office Furniture 8 Equipment 
57 340200 Computer 8 Periphal Equipment 
58 340300 Computer Software 
59 340300 Computer Software Other 
60 344000 Laboratory Equipment 
61 346100 Communication Equipment Non-Telephone 
62 346190 Remote Control 8 Instrument 
63 346200 Communication Equipment Telephone 
64 346300 Communication Equipment Other 
65 347000 Miscellaneous Equipment 
66 Total Corporate Plant Allocation 

RUCO Schedule 26 
Witness: Michlik 

Page 1 of 3 

1,831 $ 
8,324 $ 

158,547 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

38,077 $ 
37,405 $ 

- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

456,755 $ 
- $  

3,581 
20,737.61 1 

23,764 
26,113 

0 
4,629 

2,639,547 
373,503 
230,827 
554,631 

3,765,569 
190 

358,319 
10,641,712 

638,137 
2,400,280 
3,734,244 

364,519 
5,945,853 
9,380,895 

5 4 7,O 0 4 
14,058 

3,431,903 
1,206,522 

177,916 
1,316,243 

179,033 
61,561 

32 1 
(0) 
(0 )  

201,813 
1,943 

321,404 
17,620 
32,228 

18,279 

0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
3.33% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
1.54% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 

1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.00% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
6.67% $ 

20.00% $ 
16.67% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 

1.43% $ 

72 
414,752 

475 
653 

0 
116 

65,989 
6,225 
7,694 

18,488 
150,623 

8 
14,333 

532,086 
63,814 
36,927 
74,685 
5,207 

84,941 
134,013 

7,814 
201 

85,798 
100,544 

4,448 
26,325 
5,968 
2,770 

?1 
(0) 
(0) 

33,635 
78 

12,856 
705 

1,611 

1.828 
$ 58,841 $ - $  58,841 10.00% $ 5,884 
$ 70,111,553 $ 700,938 $ 69,410,615 $ 1,901,585 

2,917 
595 
351 

10,917 
37,790 
24,488 

451 
191 
51 7 

5,567 
455 

1,597 
147 

12,183 
98,165 

2,917 
595 
351 

10,917 
37,790 
24,488 

451 
191 
517 

5,567 
455 

1,597 
147 

12,183 
98,165 

2.50% $ 
2.50% $ 
8.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
6.25% $ 

$ 

73 
15 
29 

364 
1,701 
2,449 

90 

21 
557 
45 

160 
15 

761 
6,317 

3a 



EPCOR - Paradise Valley Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. 

OPERATING INCOME ADJUSTMENT NO. 9 -DEPRECIATION EXPENSE ON TESTYEAR PLANT 

PLANT In NonDepreciable DEPRECIABLE DEPRECIATION 
SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 

DESCRIPTION Per RUCO PLANT (Col A - COI B) RATE (Col C x Col D) 

RUCO Schedule 26 
Witness: Michlik 

Page 2 of 3 

68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 

304200 
335000 
331001 
343000 
341400 
320100 
339600 
3461 90 
320200 
343000 
31 1200 
31 1200 
311200 
311200 
335000 
331200 
3341 00 
333000 
331001 
334100 
304600 
343000 
331200 
31 1200 
346190 
335100 
331 200 
334100 
333000 
343000 
331001 
335000 
311200 
31 1200 
31 1200 
311200 
311200 
31 1200 
331200 

Country Club BPS 
PV water - Hydrants New 
PV water - Valves Replace 
PV water - Tools 8 Equip 
PV water - Transportation Equip 

PV water - GIS Map Books 
PV water - SCADA 
PV water - Arsenic Removal Facility 
PV water - Concrete saw 
PV water - MRTF D.P. pump #2 
PV water - Well 11 
PV water-Las Brisas Booster Pump Replacement 
PV water - Well 128 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Valves replaced 
Meters upldownsize 
Oftice 8 Ops Center 
Tools 8 Equip 
Mains Scheduled replace/relocate A2 
Plant Facilities 8 Equip A2 
SCADA A2 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Tools 8 Equip 
Valves replaced 
PV water - Hydrants New 
Plant Facilities 8 Equip AZ 
PFE Las Brisas Electrical Meter 
PFE Well # I5  Pump 
PFE PV Automated External Defibrillator 
RPNB PFE DP #3 VFD 
RPNB PFE Well #14 Pump 
Mains Scheduled reolacelrelocate A2 

PV - MRTF 

107 Total Post Test Year Plant 

$ 1,279,112 $ 
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
16 - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  
$ - $  - $  4.00% $ 
$ - $  - $  1.43% $ 
$ 1,279,112 $ - $ 1,279,112 $ 25.582 

- $ 1,279,112 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

2.00% $ 
2.00% $ 
2.00% $ 
4.00% $ 

16.67% $ 
5.00% $ 
3.33% $ 

10.00% $ 
10.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
2.00% $ 
1.43% $ 
8.33% $ 
2.50% $ 
2.00% $ 
8.33% $ 
2.50% $ 
4.00% $ 
1.43% $ 
4.00% $ 

10.00% $ 
2.00% $ 
1.43% $ 
8.33% $ 
2.50% $ 
4.00% $ 
2.00% $ 
2.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 

25.582 



EPCOR -Paradise Valley Water District 
Docket No. WS-01303A-I46010 
Test Year Ended: June 30,2013 

LINE ACCT 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

PLANT In NonDepreciable 
SERVICE or  Fullv Deoreciated 

DEPRECIABLE 
PLANT 

(Col A - Col E) 1 NO. I NO. (DESCRIPTION I P ~ ~ R U C O  I ~ L A N T  
1 Post Test Year Corporate Plant 

DEPRECIATION 

(Col C x Col D) 
DEPRECIATION EXPENSE 

RATE 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

340300 
340300 
340300 
340300 
340300 
340300 
340300 
340300 
304620 
340200 
340300 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341 400 
346100 
346100 
341 400 
340300 
340300 
340330 
340300 
340200 
340200 
340200 

ArcGlS Implementation CA 
Water USA Win7 Office201 2 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
A2 IT Software (7A) 
AZ IT Software (6U) 
Office 8 Ops Center - Central Shared 
Tools & Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - A2 shared 
Security - Central Div 
Security - Eastem Div 
RPNB Vehicles- New Valve Truck for Easterr 
Business Systems Upgrade - A2 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - A2 
Laptops - A2 
Monitors - AZ 

Total 

RUCO Schedule 26 
Witness: Michlik 
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$ 20.00% $ 
$ 20.00% $ 
$ 20.00% $ 
$ 20.00% $ 
$ 20.00% $ 
$ 20.00% $ 
$ 20.00% $ 
$ 20.00% $ 

$ 10.00% $ 
$ 20.00% $ 
$ 20.00% $ 
$ 2.50% $ 
$ 4.00% $ 
$ 10.00% $ 
$ 10.00% $ 
$ 10.00% $ 

$ 10.00% $ 
$ 10.00% $ 
$ 10.00% $ 
$ 10.00% $ 
$ 10.00% $ 
$ 10.00% $ 

$ 2.50% $ 

$ 2.50% $ 
$ 4.00% $ 

$ 16.67% $ 
$ 2.50% $ 

$ 10.00% $ 
$ 10.00% $ 
$ 10.00% $ 

$ - $  - $  $ 

$ 4.00% $ 

- $  - $  16.67% $ 
$ - $  - $  16.67% $ 

$ 71,488,830 $ 700,938 $ 70,787,891 $ 1,933,484 

Composite Depreciation Rate: 
Contributions in Aid of Construction (“CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 157+159+164+166) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [C]: Column [A] - Column [B] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$398,078 
$134.854 

2.73% 
$ 18,167,524 
$ 495,973 

$ 1,933,484 
$ 495,973 
$ 1,437,511 

$ 1,591,426 

$ (153,915) 

$ (1 1,973) 

$ (79,616) 
$ (26,971) 
$ (106,586) 

$ (5,256) 

$ (277,730) 

$ 1,608,655 

$ 1,330,925 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 27 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

A 
R:dO 

NO. Property Tax Calculation 
LINE 

AS ADJUSTED 1 /I RECOMMENDED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2)  
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 9,797,436 
2 

19,594,872 
9,797,436 

29,392,308 
3 

9,797,436 
2 

19,594,872 
36,119 

19,630,991 

3,549,872 
18.1% 

9.3903% 

$ 333,343 
335,846 

$ (2,503) 

$ 9,797,436 
2 

$ 19,594,872 
$ 9,166,851 

3 
$ 9,587,241 

2 
$ 19,174,482 

36,119 
$ 
$ 19,210,601 

$ 3,473,853 

$ 

28,761,724 

18.1% 

9.3903% 

$ 326,204 
$ 333,343 
$ (7,138) 

$ (7,138) 
(630,585) 

1 .I 32028% 



EPCOR - Paradise Valley Water District RUCO Schedule 28 

Docket No. WS-01303A-14-0010 Witness: Michlik 
Test Year Ended: June 30,2013 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
- NO. 

1 
DESCRIPTION 

2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Test Year 
$ 9,797,436 
$ 6,238,658 
$ 89431 3 
$ 2,664,265 

6.0000% 
$ 159,856 
$ 2,504,409 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 737,599 
$ 851 1499 
$ 1,011,355 

$ 35,496,554 
2.52% 

$ 894,513 

27 
28 
29 

Income Tax - Per RUCO $ 1,011,355 
Income Tax - Per Company $ 735,635 

RUCO Adjustment $ 275,720 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCOB 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 

RUCO-19 
RUCO-18 

RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 

TABLE OF CONTENTS TO DIRECT SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # a - REVERSE UNEXPENDED CIAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 

OPERATING INCOME ADJUSTMENT # 5 - NOT USED 

OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 

OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 

OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 

OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 

OPERATING INCOME ADJUSTMENT # 8 - NOT USED 

OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 



EPCOR - Sun City Water Di-ct 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

11 Required Increase in Revenue (%) 

tA1 
COMPANY 

FAIR 
VALUE 

26,409,285 

843,696 

3.19% 

6.87% 

1,814,318 

970,622 

I .6550 

1,606,392 

10,265,553 

11,871,945 

15.65% 

RUCO Schedule I 
Witness: Michlik 

REVENUE REQUIREMENT 

1 Adjusted Rate Base 

2 Adjusted Operating Income (Loss) 

3 

4 Required Rate of Return 

5 

6 

7 Gross Revenue Conversion Factor 

Current Rate of Return (L2 / L1) 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

8 Required Revenue Increase (17 * L6) 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

P I  
RUCO 
FAIR 

VALUE 

$ 22,743,995 

$ 1,387,245 

6.1 0% 

6.09% 

$ 1,385,109 

$ ( 2 1  35) 

1.6457 

I S  (3,5141 

$ 10,498,798 

$ 10,495,284 

-0.03% 

References: 
Column [A]: Company Schedule A-1 
Column [B]: RUCO Schedules 3 and 16 



EPCOR -Sun Citywater District 
Docket No. WSO1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 2 
Witness: Michlik 

LINE 
- NO 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

GROSS REVENUE CONVERSION FACTOR 

[A1 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
Revenue 
Uncollecible Factor (Line 11) 
Revenues (L1 - L2) 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
Subtotal (L3 - L4) 
Revenue Conversion Factor ( L l  I L5) 

Calculation of Uncollectfible Factor; 
Unity 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 * L10 ) 

Calculation of Effective Tax Rate: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L12 - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 +L16) 

100.0000% 
0.4206% 

99.5794% 
38.8141% 
60.7653% 
1.645677 

100.0000% 
37.9600% 
62.0400% 
0.6780% 
0.4206% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

Calculation of Effective ProDertv Tax Factor 
Unity 100.0000% 
Combined Federal and State Income Tax Rate (L17) 37.9600% 
One Minus Combined Income Tax Rate (L18-Ll9) 62.0400% 
Property Tax Factor 1.3767% 
Effective Property Tax Factor (L20'LZl) 
Combined Federal and State Income Taxand Property Tax Rate (L17+L22) 

0.8541% 
38.8141% 

Required Operating Income 
AdiustedTest Year Operating Income (Loss) 
Required Increase in Operating Income (L24 - L25) 

Income Taxes on Recommended Revenue (Col. [El, L52) 
Income Taxes on Test Year Revenue (Col. [BI, L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

Recommended Revenue Requirement 
Uncollectible Rate (Line 10) 
Uncolllectible Expense on Recommended Revenue (L30'L31) 
Adiusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

$ 1,385,109 
1,387,245 

$ (2,135) 

$ 496,809 
498,115 

(1,307) 

$ (3,514) 
0.6780% 

$ (24) 

Property Tax with Recommended Revenue $ 433,941 
Property Tax on Test Year Revenue 433,989 

Total Required Increase in Revenue (L26 + L29 + L34 + L37) 
Increase in Property Tax Due to Increase in Revenue (L35-L36) (48) 

$ (3,514) 

Calculation of Income Tax: 
Revenue 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

Test RUCO 
Recommended Year 

$ 10,498,798 $ (3,514) $ 10,495,284 
$ 8,613,438 $ 8,613,366 
$ 573,149 
$ 1,312,212 

$ 573,149 
$ 1,308,770 

6.0000% 6.0000% 
$ 78,733 
$ 1,233,479 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 305,483 
$ 419,383 
$ 498,115 

$ 78,526 
$ 1,230,243 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 304.383 
$ 418,283 
$ 496,809 

Applicable Federal Income Tax Rate [Col. [El, L51 - Cot. le], L511/ [Cot. [El, L45 - Col. [Bl, L451 34.0000% 

Calculation of lnferesf Synchronization: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest 

$ 22,743,995 
2.5200% 

$ 573,149 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE - ORIGINAL COST 

RUCO Schedule 3 
Witness: Coley 

LINE 
NO. 

1 
2 
3 

4 
5 
6 

7 

8 
9 
10 
11 

12 
13 
14 

15 

16 
17 

18 

Plant in Sem'ce 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 
FHSD Settlement 

Regulatory Liability - Over-Collected Depreciation Expense 
Regulatory Liability - Over-Collected Depreciation Expense 

Net Regulatory Liability - Over-Collection Depre. Exp. 

ADD: 

Deferred Debits 

Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base 

[AI 
COMPANY 

AS 
FlLED 

$ 76,011,241 
26,280,898 

$ 49,730,342 

$ 17,500,750 
1,375,475 

$ 16,125,275 

$ 6,374,283 

4,903 

1,014,247 
90,329 

RUCO 
ADJUSTMENTS 

$ (1,941,674) 
(2,117,287) 

$ 175,612 

$ 845,933 

$ 845.933 

3,415,899 
683,180 

$ 2,732,719 

[Cl 
RUCO 

AS 
ADJUSTED 

$ 74,069,566 
24,163,611 

$ 49,905,955 

$ 18,346,683 
1,375,475 

$ 16,971,208 

$ 6,374,283 

4,903 

1,014,247 
90,329 

3,415,899 
683,180 

$ 2,732,719 

225,112 (225,112) (0) 

62,870 (37,140) 
(1 ) 

25,731 
(1) 

$ 26,409,285 $ (3,665,290) $ 22,743,995 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 
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EPCOR - Sun City Water District 
Docket No. WSd1303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 5 .  POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

(AI P I  ic1 
LINE ACCT COMPANY RUCO RUCO‘ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Por t  Test Year Plant: 
307000 Replaced Well 8 3 $ 
31 1200 SC water - Well 2 1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 42 

43 
44 
45 
46 
47 

311200 
311200 
311200 
311200 
311200 
31 1200 
31 1200 
31 1200 
311200 
311200 
31 1200 
31 1200 
31 1200 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
331001 
331001 
331001 
331200 
331200 
331200 
331200 
333000 
333000 
334100 
334100 
334100 
335000 
335000 
339600 
341400 
343000 
346190 
346190 
346190 
346190 

SC water - Well 6.4 
SC water -Repair SC plant 5 B P I  
SC water - Replace valves at WP5 BP8 
sc water- Well 8.2 
SC water - Well 6.2 
AF water - Well 2.4 
Repair Thefl Damage and Rewind Motor at Well 5.4 
Plant Facilities &Equip AZ 
PFE Replace SC # 1 Plant production meter 
PFE Replace SC WP 2 suction 8 discharge gate valve 
PFE SC w Plant 2 Booster#l 
PFE Replace Well Pump and Motor 
PFE Replace Well Pump and Motor 
SC water - WP 5 
SCwater-VFOsatWP5 
SC water- WP 6 
SC water - TOR WP 9 
SC water - Replace Block Heater on Generator 
sc water - WP 1 
Replace 12’Gate and Check Valves at Well 5 5 
Replace 8’ Check Valve on Boaster 1 at WP 8 
Emergency Repair and Replacements 
Valves replaced 
Valves replaced 
PFE SC Well 9.2 Repair Cia-Valve 
Main Breaks 
Mains Scheduled replacelrelocate AZ 
Main Breaks 
PFE Replace Well Pump and Motor 
SeNiCes replaced 
SeNiCes replaced 
Meters replaced 
Meters upldormsize 
Meten replaced 
Hydrants replaced 
Hydrants replaced 
SC water - GIS Map B w k s  
SC water - Transpaltation Equip 
Tools 8 Equipment - SC w 
SC w t s r  - SCADA 
SC water - Telemetry and Control Proj at WP 5 
SC water- WP6 Scada upgrade 
SCADA - SC w 

48 
49 340300 EMS Webviewer-ArcGIS 
50 340300 GIS Data Model Convenion 

Copt Test Year Allocated 7A Corporate P lan l  

51 340300 
52 304600 
53 340200 
54 340300 
55 304600 
56 343000 
57 346200 
58 340200 
59 340200 
60 341400 
61 304620 
62 304600 
63 343000 
64 343000 
65 341400 
66 341400 
67 346100 
68 346100 
69 340300 
70 340300 
71 340300 
72 340300 
73 340200 
74 340200 
75 340200 
7 G  

Project GPS Software 
AZ Corp - Phx Office lmprovemenls 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center- Central Shared 
Tools &Equip - Central Shared 
Video Conferencing Solution 
Laptops 

Vehicles 

Office a Ops Center ~ Central Div 
Plant Facilities a Equip - AZ shared 
Tools 8 Equipment ~ AZ shared 
Vehicles -AZshared 
New ValveTruck lor Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIs Upgraded Enhancements - AZ 
Engineering CMMS - A2 
Engineering Project Management - AZ 
N e h r k  Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 

SeNeffi 

office a OPS center- Phx office 

77 P o s ~ Y e a r / m o c a l e d ~ r p o r = P l a n l .  
78 340300 ArcGlS lrnplemmlalon CA 
79 341300 Walor JSAWm7 Ofltce2012 CA 
80 340300 ESRl Prqecl (GIS) 
81 340300 Water USA W “7 Olf cc2012 L S  
82 340300 S A M S W ~ I ~ ~  a waste 

- $  
(30,608) 
(2,879) 

(1.476) 
(7.873) 
(1.608) 

169,376 

16.208 
22.553 
4,400 

98,931 
10,622 
97.539 
(3.138) 
(3.998) 
(2.192) 

(11) 
(1.232) 

(289) 

82.488 
64,035 
2,334 

146.007 
35.897 

152.351 
79.438 
84,971 

107.112 
552.482 

348.836 
76,615 
27.768 

5,536 
(3,825) 

(38.063) 
(235) 
(35) 

2.380 

752 
(1.615) 
1.255 

(13) 
630 

2.228 
2.688 

773 
981 

16.606 

17 
2,362 

13,372 
48,040 
11,160 

0 

RUCO Schedule 9 
Wrtness: Radlgan 

- $  
30,608 
2,879 

289 
1,476 
7,873 
1,608 

(169.376) 

(16.208) 
(22.553) 
(4,400) 

(98.931) 
(10.622) 
(97,539) 

3,138 
3.998 
2.192 

11 
1.232 

(82.488) 
(64,035) 

(2,334) 
(146,007) 
(35.897) 

(152,351) 
( 7 9.4 38 ) 
(84.971) 

(107.112) 
(552.482) 

(348.836) 
(76,615) 
(27.768) 
(5.536) 
3.825 

38,063 
235 
35 

(2.380) 

(752) 
1.615 

(1.255) 
13 

(630) 
(2,228) 
(2.688) 

(773) 
(981) 

(1 6,606) 

(17) 
(2.362) 

(1 3,372) 
(48,040) 
(11.160) 

83 340300 AZITSoftware (9) 
84 
85 Total $ 2,189,664 $ (2,189,664) $ 
86 
87 Accumulated Depreciation $ 26,280,898 5 (60,875) $ 26,220,023 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A] Company Filing 
Column [B] Testimony FR 
Column IC] Column [A] + Coiurnn (B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-l6M)10 
Test Year Ended June 30.2013 

LINE ACCT. 
& DESCRIPTION 

Dired Plant: 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY. DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI [E1 
TEST YEAR ('7Y") END 

DEPRECIATION 

POST TEST YEAR ('PTY") 

DEPREClATiON 
OVER-COLLECTED OVER-COLLECTED 

AMOUNT AMOUNT 

1 332oW Fire Mains 
2 340300 ComputerSoftware (10.701) (21,701) 

341 100 Transportahon Equip Light Duty Truks ( z . 0 4 4 . e ~  (390.4961 
341200 Transportation Equip Heavy Duty T N ~ S  (9.398) (16.487) 
346100 Communication Equipment Non-Telephone (234.308) (45.066) 

Total Over-Depreciated Direct Plant 0 (2,299,255) S (473,751 L 

Distnds Dired Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense 

REFERENCES 
Column [A]: Testimony TJC 
Column [E]: Tesbmony TJC 
Column IC]: Column [A] + Column (E] 
Column ID]. Column [C] x 20% 

IC1 
TOTAL 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

$ (11) 
(32,402) 

(2,435,333) 
(25.886) 

(279,374) 

s (2.773.0061 

I $  (2,773,006)1 

RUCO Schedule 10 
wtnes*: co1f.y 

[Dl 
CREDIT 

ANNUAL 
DEPRE. U P .  

20% 

S (554.601) 



EPCOR . Sur Cdy Waler Dinncl 
Docket No. WS-01303A-1COo10 
Ton Year Ended: Jum 30.201 3 

RUCOSshdub 11 
wmu: coby 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILKY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

Trlal Balance 
&&,&. 

1568 Software Imxnibles 
1568 Software Ikdanqibles Arnohfon  

Software Intangibles Net of Amomtan  

IA1 PI [Cl [Dl [El 
TOTAL TOTAL TUBAC CREDm 

N AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATWN ANNUAL 
OVER-COLLECTED OVER-COLLECTED OVERCOLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. I 0.1422637 1 20% 

s (24,058) I (9.868) s 
(3,128,854) (721,389) 

(52.012) (18.705) 

(34.846) s (4.870) S (Qw 
(3,850,243) (549.188) (109.838) 

(71,618) (10,215) (2.043) 

21.439 21,438 3,058 

J (550.478) f - $  (550,478) $ (78.519) (15,704) 

1571.018) (571,918) (81.577) 

(740,982) $ (4.507.185) f (M2.8931 S (128.579) TOM Corporate Owr-Calieded Depreclalan Exp. $ (3,757,203) $ 

REFERENCES: 
Cohmn [A]: Testimony TJC 
Column [E]. Testimony TJC 
Cahmn [Cl: Column [A] + Colrmn [E] 
Colmn PI: Colunn [C] x DiiticSs Albcatan Factor 
Column (E]: Colmn (Dl x 20% 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 

RUCO Schedule 12 
Witness: Coley 

COMPANY RUCO RUCO’ 



EPCOR - Sun CiW Waler District 
Dockel No. m-01303A-140010 
Test Year Ended June 30.2013 

RUCO Schedule 13 
Wltn.*s: c01ey 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USE0 OURING CONSTRUCTION ("AFUDC? AND DEPRECIATION EXPNESE 

lAl 101 IC1 
UNE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Delmed DBbilr f 225112 I (225112) $ 

' 
Amounts may no1 r&&1 other adiuslmenls 



EPCOR ~ Sun City Water Districl 
Docket NO. WS-01303A-160010 
Teat Year Ended: June 30.2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 10. CASH WORKING CAPITAL 

IA1 le1 rci 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance s 62,870 $ (37,140) 25,731 

OPERATING EXPENSES 
2 Labor 
3 Purchased Water 
4 Fuel 8 Power 
5 Chemicals 
6 Waste Disposal &Other Utilities 
7 lnterwmpany Support Services 
8 Corporate Allocation 
9 Outside Sewices 
10 Group Insurance 
11 Pensions 
12 Regulatory Expense 
13 insuranceOVler Than Group 
14 
15 Rents 
16 General Offics Expense 
17 Miscellaneous 
18 Maintenance Expense 

Customer Accounting (Less Bad Debt Expense) 

TAXES 
19 Properly Taxes 
20 Taxes - Paymil 
21 Taxes -Other 
22 IncomeTax 

23 Interest Expense 

24 TOTAL 

25 

26 

' Amounts may MI reflect ober adiustments 

Proforma 
Test Year 
Amount 

(6) 

1,711,461 
549,527 

1,540.142 
35.006 
4,661 
1,396 

319.958 
280,698 
490,722 

6.298 

288,791 
808,301 
45.805 

212,603 
462,692 
205,746 

433.989 
121,105 
97.801 

498.115 

573,149 

8,687,966 

Working 
Revenue Expense Net Leamag Capital 

Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 
Days Days Dar j  COl C - COl. D Col. E1365 Col. B * Coi. F 

(C) (D) (E) (F) (G) 

41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 

30.63 
43.67 
48.67 
54.94 
31.e 
30.42 
30.42 
34.35 

(10.72) 
67.98 

(37.32) 
72.69 
49.83 
13.38 
39.27 
27.80 
46.89 

10.60 
(2.44) 
(7.43) 

(13.71) 
10.17 
10.82 
10.82 
6.88 

51.95 
(26.75) 
78.55 

(31.45) 
(8 59) 
27.86 

1.96 
13.44 
(5.65) 

0 03 49,712 
(001) (3.666) 
(0 02) (31.368) 
(0 04) (1.314) 
0 03 130 
0 03 41 
0 03 9.480 
0 02 5,291 
0 14 69.845 

(0 07) (461) 
0 22 
(009) (24,886) 
(002) 0 08 (19,029) 3.496 

0 01 1,144 
OM 17,031 

(0 02) (3.186) 

41.24 213.25 (172.02) (0.47) (204.528) 
41.24 26.40 14 83 0.04 4,921 
41.24 (131.33) 172.62 0.47 46.252 

41.24 41.75 (0.52) (0.00) (703) 

91.25 (50.02) (0.14) (78.537) 41.24 

Cash Working Capital Requirement (160,3341 

Company Working Capital Requirement (1 23,1951 

RUCO Cash Working Capital Adjuslment (37.1 401 



EPCOR -Sun City Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 11 - REGULATORY ASSET - ACRM DEFERRED OBM CHARGES 

RUCO Schedule 15 
Witness: Coley 

I PROPOSED ADJUSTMENTS RECOMMENDED NO. NO. DESCRIPTION 1 Regulatoly Asset - ACRM Deferred 08M Charges §I 3n.c 7 3 7  c .n. 7.- 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 16 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
C h e m i c a I s 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (B): RUCO Schedule 17 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 27 and 28 
Column (E): Column (C) + Column (D) 

PI P I  IC1 [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 10,103,166 $ 233,245 $ 10,336,411 $ (3,514) $ 10,332,897 

162,387 162,387 162,387 

$ 10,265,553 $ 233,245 $ 10,498,798 $ (3,514) $ 10,495,284 

$ 1,711,461 

1,557,580 

34,119 
4,661 
1,396 

510,069 
280,698 
490,722 

6,298 
101,188 
288,791 
834,153 
45,805 

212,603 
462,692 
205,746 

1,9 16,821 
434,142 
218,906 
104,004 

$ 9,421,857 
$ 843,696 

$ 
549,527 
(1 7,438) 

887 

(190,111) 

(43,684) 

12,480 

(1,015,921) 
(753) 

394,111 

$ (310,301) 
$ 543,547 

$ 1,711,461 
549,527 

1,540,142 

35,006 
4,661 
1,396 

31 9,958 
280,698 
490,722 

6,298 
57,504 

288,791 
846,633 
45,805 

212,603 
462,692 
205,746 
900,900 
433,989 
218,906 
498,115 

$ 9,111,554 
$ 1,387.245 

$ $ 1,711,461 
549,527 

1,540,142 

35,006 
4,661 
1,396 

319,958 
280,698 
490,722 

6,298 
57,504 

288,791 
(24) 846,609 

45,805 
212,603 
462,692 
205,746 
900,900 

(48) 433,941 
218,906 

(1,307) 496,809 

$ (1,379) $ 9.110.175 
$ (2,135) $ 1,385,109 



to 

to 

I I , , ,  

ut 

t9 

w 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 18 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. I - ANNUALIZATIONS 

3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

$ - $  - $  

$ 1,557,580 $ 17,893 $ 1,575,473 

$ - $  - $  

$ 1,557,580 $ 17,893 $ 1,575,473 

$ 34,119 $ 479 $i 34,598 

9 Customer Accounting $ 834,153 $ 12,480 $ 846,633 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 19 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

L 

3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column IC]: Column [A] + Column [B] 

$ - $  - $  

$ 1,557,580 $ 17,970 $ 1,575,550 

$ 34,119 $ 408 $ 34,527 



EPCOR - Sun City Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 20 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 3 -ADD CAP CHARGES TO BASE RATES 

[AI [BI [CI 
I LINE I I COMPANY I RUCO I RUCO I I NO. 1 DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 

1 Purchased Water $ - $  549,527 $ 549,527 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 21 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



I 

EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

I OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI [BJ [CI 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Metered Water Sales $ - $  - $  
2 

RUCO Schedule 22 
Witness: Michlik 

3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

!x - ! x  - ! x  



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 23 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

[A] [B] [C] 
LINE COMPANY RUCO RUCO' 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
I Corporate Allocation $ 510,069 $ (190,111) $ 31 9,958 
2 
3 
4 Short-Term Incentive Plan (STIP) $ (134.672) 
5 Mid-Term Incentive Plan (MTIP) (48,534) 
6 IT Affiliated Charges Expenses -Account 5628 (1,278) 

RUCOs Summary of Corporate Allocation Disallowances 

7 Advertising, Promotions, and Donations 
8 Total 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 

(5,627) 
$ (190.1 11) 







LINE ACCT 
NO. NO. OESCRIPTION 

PLANT In NonDepreclable DEPRECIABLE DEPRECIATION 
SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
Per RUCO PLANT (Col A - COI 6) RATE (Col C x Col D) 



EPCOR -Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

NonDepreciable 
or Fully Depreciated 

PLANT 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

DEPRECIABLE DEPRECIATION 
PLANT DEPRECIATION EXPENSE 

(Cot A - COI B) RATE (Cot C x Cot D) 

RUCO Schedule 26 
Witness: Michlik 

Page 2 of 3 

LINE 
NO. 

PLANT In 
ACCT SERVICE 
NO. DESCRIPTION Per RUCO 

. .  
15 347000 Miscellaneous Equipment 
16 Total Corporate Plant Allocation 
17 
18 Post Test Year Plant 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 

59 
60 
61 
62 
63 

58 

307000 
311200 
311200 
311200 
311200 
311200 
31 1200 
311200 
31 1200 
311200 
311200 
31 1200 
311200 
311200 
311200 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
331001 
331001 
331001 
331200 
331 200 
331200 
331200 
333000 
333000 
334 100 
334100 

334100.0 
335000.0 
335000 
339600 
341400 
343000 
346190 
346190 
346190 

. 

Replaced Well 8.3 
SC water - Well 2.1 
SC water -Well 6.4 
SC water - Repair SC plant 5 BP1 
SC water - Replace valves at WP5 BP8 
SC water - Well 8.2 
SC water - Well 6.2 
AF water - Well 2.4 
Repair Theft Damage and Rewind Motor at Well 5.4 
Plant Facilities 8 Equip AZ 
PFE Replace SC # 1 Plant production meter 
PFE Replace SC WP 2 suction 8 discharge gate valves, 
PFE SC w Plant 2 Booster #1 
PFE Replace Well Pump and Motor 
PFE Replace Well Pump and Motor 
SC water - WP 5 
SC water - VFDs at WP 5 
SC water - WP 6 
SC water - TDR WP 9 
SC water - Replace Block Heater on Generator 
SC water - WP 1 
Replace 12” Gate and Check Valves at Well 5.5 
Replace 8” Check Valve on Booster 1 at WP 8 
Emergency Repair and Replacements 
Valves replaced 
Valves replaced 
PFE SC Well 9.2 Repair Cla-Valve 
Main Breaks 
Mains Scheduled replacelrelocate AZ 
Main Breaks 
PFE Replace Well Pump and Motor 
Services replaced 
Services replaced 
Meters replaced 
Meters up/downsize 
Meters replaced 
Hydrants replaced 
Hydrants replaced 
SC water - GIS Map Books 
SC water - Transportation Equip 
Tools 8 Equipment - SC w 
SC water - SCADA 
SC water - Telemetry and Control Proj at WP 5 
SC water - WP6 Scada upgrade . . ~~ 

346190 SCADA - SC w 

$ 58,082 
$ 467,985 

$ - $  13,904 2.50% $ 348 
$ - $  2,838 2.50% $ 71 
8 - $  1,675 8.33% $ 140 
$ - $  52,046 3.33% $ 1,735 
$ - $  180,156 4.50% $ 8,107 
$ - $  116,741 10.00% $ 11,674 
$ - $  2,150 20.00% $ 430 
$ - $  909 20.00% $ 182 
$ - $  2,464 4.00% $ 99 
$ - $  26,542 10.00% $ 2,654 
$ - $  2,168 10.00% $ 21 7 
$ - $  7,612 10.00% $ 761 
$ - $  699 10.00% $ 70 
$ - $  58,082 6.25% $ 3,630 
$ - $  467,985 $ 30,116 

2.50% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
2.00% $ 
2.00% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
2.50% $ 
8.33% $ 
8.33% $ 
8.33% $ 
2.00% $ 
2.00% $ 
333% $ 

16.67% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 

- $  - $  13.84% $ 
- $  - $  $ 64 Total Post Test Year Plant 



EPCOR -Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUG0 Schedule 26 
Witness: Michlik 

Page 3 of 3 

DEPRECIATION 

NO. DESCRIPTION Per RUCO PLANT (Col A - Col B) RATE (Col C x Col D) 

PLANT In Nodepreciable DEPRECIABLE 
SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE ACCT 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

340300 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 
340300 

EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Cwp - Phx O f f i  Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools &Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office & Ops Center - Central Div 
Piant Facilities & Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Software 

35 Total Post Test Year Corporate Plant 
36 
37 Total 
38 
39 Composite Depreciation Rate: 
40 
41 Amortization of CIAC: 
42 
43 
44 Less Amortization of CIAC: 
45 
46 
47 
48 
49 
50 

Contributions in Aid of Construction ("CIAC): 

Depreciation Expense before Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  2.50% $ 
$ - $  - $  10.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  2.50% $ 
$ - $  - $  4.00% $ 
$ - $  - $  10.00% $ 
$ - $  - 8  10.00% $ 
$ - $  - $  10.00% $ 

$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 

$ - $  - $  16.67% $ 

$ - $  - $  16.67% $ 
$ - $  - $  16.67% $ 
$ - $  - $  16.67% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  $ 

$ 74,069,566 $ 1,583,653 $ 72,485,914 $ 2,107,961 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Piant 
Corporate Plant 
Total 

Total RUCO Adjustments (lines 177+179+164) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [Cl: Column [A] - Column [B] 
Column [Dl: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$2,773,006 
$642.893 

$ 2,107,961 
$ 533,888 
$ 1,574,072 

$ 1,899,602 

$ (325.530) 

$ (7,211) 

$ (554,601) 
$ (128,579) 

(683.180) $ 

$ (1,015,921) 

5 1,916821 

$ 900,900 



EPCOR - Sun City Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 27 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

A 
RLdO I LINE 

NO. Property Tax Calculation AS ADJUSTED RECOMMENDED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 ’ Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 10,498,798 
2 

20,997,597 
10,498,798 
31,496,395 

3 
10,498,798 

2 
20,997,597 

18,237 

21,015,834 
18.1% 

3,800,293 
1 1.41 99% 

$ 433,989 
434,142 

$ (153) 

$ 10,498,798 
2 

$ 20,997,597 
$ 10,495,284 

31,492,881 
3 

$ 10,497,627 
2 

$ 20,995,254 
18,237 

$ 
$ 21,013,491 

$ 3,799,870 

$ 

18.1% 

11.41 99% 

$ 433,941 
$ 433,989 
$ (481 

$ (48) 
(3,514) 

1.376706% 



EPCOR - Sun City Water District RUCO Schedule 28 

Docket No. WS-01303A-14-0010 Witness: Michlik 
Test Year Ended: June 30,2013 

OPERATING INCOME ADJUSTMENT NO. 11 -TEST YEAR INCOME TAXES 

LINE 
- NO. DESCRIPTION 

1 
2 
3 
4 Calculation of lncorne Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of lnterest Synchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Test Year 
$ 10,498,798 
$ 8,613,438 
$ 573,149 
$ 1,312,212 

6.0000% 
$ 78,733 
$ 1,233,479 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 305,483 
$ 41 9,383 
$ 498,115 

$ 22,743,995 
2.52% 

$ 573,149 

27 
28 
29 

Income Tax - Per RUCO $ 498,115 
104,004 

RUCO Adjustment $ 394,111 
Income Tax - Per Company $ 



TABLE OF CONTENTS TO DIRECT SCHEDULES 

EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 

RUCO-26 

RUCO-28 

RUCO-25 

RUCO-27 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - REGULATORY ASSET - ACRM DEFERRAL 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS -TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALEATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - REMOVE ACRM DEFERRED 0 8 M  COSTS 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 -TEST YEAR INCOME TAXES 



EPCOR - Tubac Water District 
Docket No. WS-01303A-I 4-001 0 
Test Year Ended: June 30,2013 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRl PTl ON 

Adjusted Rate Base 

REVENUE REQUIREMENT 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FA1 R 
VALUE 

1,607,775 

(131,793) 

-8.20% 

6.87% 

11 0,454 

242,247 

1.6589 

401,874 

579,194 

981,067 

69.38% 

RUCO Schedule 1 
Witness: Michlik 

[BI 
RUCO 
FA1 R 

VALUE 

$ 1,475,945 

$ (71,462) 

-4.84% 

6.09% 

$ 89,885 

$ 161,347 

1.4456 

I $  233,244 I 
$ 537,388 

$ 770,633 

43.40% 

References: 
Column [A]: Company Schedule A-I  
Column [B]: RUCO Schedules 3 and 16 



EPCOR - Tubac Water District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

RUCO Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

[AI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (Ll I L5) 

Calculation of Uncottecftible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculafion of Effective Jar Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prooertv Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [B], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line I O )  
32 Uncolllectible Expense on Recommended Revenue (L30'L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Properly Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of tncome Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

100.0000% 
0.4087% 

99.5913% 

69.1 750% 
1.445608 

30.4163% 

100.0000% 
29.21 18% 
70.7882% 
0.5773% 
0.4087% 

100.0000% 100.0000% 
6.0000% 

94.0000% 
24.6934% 
23.21 18% 

29.21 18% 

100.0000% 
29.2118% 
70.7882% 

1.7016% 
1.2045% 

30.41 63% 

$ 89,885 
(71,462) 

$ 161,347 

$ 14,956 
(51,626) 

66,582 

$ 233,244 
0.5773% 

$ 1,347 

$ 31,653 
27,685 

3,969 
$ 233,244 

Test 
Year 

$ 537,388 
$ 660,476 
$ 37,194 
$ (160,282) 

6.0000% 
$ (9,617) 
$ (150,665) 
$ (7,500) 
$ (6,250j 
$ (8.500) 
$ (19,759) 
$ 
$ (42,009) 
$ (51,626) 

53 Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [El, L511 I (Col. [E], L45 - Col. [B], L45] 

Calculation of Interest Svnchronization: 
54 RateBase $ 1,475,945 
55 Weighted Average Cost of Debt 2.5200% 
56 Synchronized Interest $ 37,194 

RUCO 
Recommended 

$ 233,244 $ 770,633 
$ 665,792 
$ 37,194 
$ 67.647 

6.0000% 
$ 4,059 
$ 63,588 
$ 7,500 
$ 3,397 
$ 
$ 
$ 
$ 10,897 
$ 14,956 

24.6934% 



EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 NetClAC 

Contributions in Aid of Construction (CIAC) 

7 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred Income Taxes & Credits 

Advances in Aid of Construction (AIAC) 

11 Regulatory Liability - Over-Collected Dep. Exp. 
12 Less: Amortization of Reg. Liab. 
13 Net Regulatory Liability 

14 Regulatory Asset - Deferred ACRM O&M 
15 Less: Amortization of Reg. Asset - ACRM 
16 

17 Deferred Debits 

Net Regulatory Asset for ACRM 

18 Working Capital Allowance 
19 Reconciling Item 

20 Original Cost Rate Base 

[AI 
COMPANY 

IC1 
RUCO 

AS RUCO AS 
FlLED ADJUSTMENTS ADJUSTED 

$ 6,467,719.17 $ (272.065) $ 6.195.654 . . , - -, - - 
1,942,237.86 i278,63i j 1,663,607 

$ 4,525,480 $ 6,567 $ 4,532,048 

$ 1,076,185 $ 74,010 $ 1,150,195 
45,823 45,823 

74,010 $ 1,104,372 $ 1,030,362 $ 

$ 1,952,127 $ $ 1,952,127 

517 

26,304 

51 7 

26,304 

69,987 69,987 
13,997 13,997 

$ $ 55,990 $ 55,990 

$ $ 101,712 $ 101,712 
20,342 20,342 

$ $ 81,370 $ 81,370 

0 

1,837 

83,390 (83.390) 

8,215 (6,377) 
(0) (0) 

$ 1,607,775 $ (145,828) $ 1,475,945 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 





n 

b9 

H 

, , ,  

H 

I , ,  

n 

H 

I , ,  



It 

It 

It 



Y 

t 



I- 
Y 

2 
N 

0 

* . I . . , , ,  

- -  
. I . # ,  



-1 

I 





EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedulee 
Witness: Radigan 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

49 
50 
51 
52 
53 
54 

55 

56 

RATE BASE ADJUSTMENT NO. 5 - POST TEST YEAR PLANT ADJUSTMENTS 

[A] [B] [C] 
COMPANY RUCO RUCO' LINE ACCT 

NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
Post Test Year Direct Plant: 

331001 Tubac water -Valves Replace 
311200 Tubac - Well 3 
339600 Tubac water - GIS Map Books 
31 1200 Tubac water - Rebuild motor Well 3 
311200 Tubac water - Well 5 
31 1200 Tubac -Well 3 
311200 Tubac water - Palo Parado WP & BS 
331200 Main Breaks 
334100 Meters replaced 
333000 Services replaced 
311200 Plant Facilities & Equip A2  
331001 Valves Replace - Tubac 
335000 Hydrants Replace - Tubac 
343000 Tools & Equipment - Tubac 
335000 Hydrants replaced 
3341 00 Meters replaced 
333000 Services replaced 
331001 Valves replaced 
31 1200 Plant Facilities & Equip A2 
334100 RPNB PFE Rep1 8 Well Meter 
334100 PFE Rep1 8" Well Meter 

$ (7,995) $ 
(3,389) 

46 1 
(159) 

(1,943) 
(1,631) 

(11,079) 
5,460 

(290) 

440 
7,107 

21.41 7 
(6,500) 
2,390 
7,891 
7,936 

7,995 $ 
3,389 
(461 1 
159 
290 

1,943 
1,631 

11,079 
(5,460) 

(440) 
(7,107) 

(21,417) 
6,500 

(2,390) 
(7,891) 
(7,936) 

Post Test Year Allocated CorDorate Plant: 
340300 EMS Webviewer-ArcGIS 
340300 GIS Data Model Conversion 
340300 Project GPS Software 
304600 AZ Corp - Phx Office Improvements 
340200 A2 IT Hardware 
340300 AZ IT Software 
304600 Office 8 Ops Center - Central Shared 
343000 Tools & Equip - Central Shared 
346200 Video Conferencing Solution 
340200 Laptops 
340200 Servers 
341400 Vehicles 
304620 Office & Ops Center - Phx Office 
304600 Office & Ops Center - Central Div 
343000 Plant Facilities & Equip - A2 shared 
343000 Tools 8 Equipment - A2 shared 
341400 Vehicles - A2 shared 
341400 New Valve Truck for Eastern Division 
346100 Security- Central Div 
346100 Security- Eastern Div 
340300 Business Systems Upgrade - AZ 
340300 GIS Upgraded Enhancements - A2 
340300 Engineering CMMS - AZ 
340300 Engineering Project Management - A2 
340200 Network Redundancy - A2 
340200 Laptops - A2 
340200 Monitors - A2 

& 4 7 9 0 0 5 
340300 ArcGlS Implementation CA 
340300 Water USA Win7 Office2012 - CA 
340300 ESRl Project (GIS) 
340300 Water USA Win7 Office2012 - US 
340300 SAMSWater &Waste 
340300 A2 IT Software - 

62 

20 

33 

16 
58 
70 
20 
25 

(42) 

(0) 

43 1 

0 
61 

347 
1,246 

289 
0 (0 j 

Total $ 22,750 $ (22,750) $ 

$ 1,942,238 $ (1,385) $ 1,940,853 Accumulated Depreciation 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [A] + Column [E] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

RATE BASE ADJUSTMENT NO. 6 -REGULATORY LIABILITY -DIRECT PLANT OVERaCOLLECTED DEPRECIATION EXPENSE 

RUCO Schedule 10 
Witness: Coley 

LINE ACCT. 
U U DESCRIPTION 

Direct Plant: 

[AI re1 [Cl [Dl 
TEST YEAR ('W") END POST TEST YEAR ("PTY") TOTAL CREDIT 

OVER-COLLECTED OVER-COLLECTED OVERCOLLECTED ANNUAL 
DEPRECIATION DEPRECIATION DEPRECIATION DEPRE. EXP. 

AMOUNT AMOUNT AMOUNT 20% 

$ (3,769) $ (267) $ (4.036) $ (807) 
(42,412) (6,866) (49,278) (9,856) 

$ (46.1811 $ ( 7.134 ) $ (53,3141 (10.6631 

1 340200 Computer 8 Peripheral Equipment 
2 341 100 Transportation Equip Light Duty Trucks 

3 Total Over-Depreciated Direct Plant 

4 District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense .__._......._........._.__._.__I____. $ (53.314)i 

REFERENCE& 
Column [AI: Testimony TJC 
Column [E]: Testimony TJC 
Column [Cl: Column [A] +Column [E] 
Column [Dl: Column [C] x 20% 



EPCOR - Tubac Water District 
Docket No. WSdl303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 7 -REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

RUCO Schedule 11 
Wib988: COIW 

Allocated Corvorate Plant: 

1 304620 Structures 8 Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

[AI PI tCl 101 [El 
TOTAL TOTAL TUBAC CREDIT 

N AZCORPORATE PTY AZCORPORATE TOTAL ALLOCATION ANNUAL 
OVERCOLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 

$ (24.958) $ (9.888) $ (34.846) $ (129) $ (26) 
(3,128,854) (721,389) (3,850.243) (14,243) (2,849) 

[o.00369919( 20% 

(52,912) (1 8.705) (71,618) (265) (53) 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 21,439 21,439 79 
5 1569 Software Intangibles Amortization (571,918) (571.918) (2.116) 

6 Software Intangibles Net of Amortization $ (550.478) $ - $  (550.478) $ (2.036) (407) 

7 Total Corporate OverColiected Depreciation Exp. $ (3,757,203) $ (749.982) $ (4,507.185) $ (16,673) (3.335) 

8 District's AZCorporate Piant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ............................................... -0) 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column p] 
Column [D]: Column [C] x District% Allocation Facto! 
Column [E]: Column [D] x 20% 



EPCOR - Tubac Water District 
Docket No. WS-O 1303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. a -REVERSE UNEXPENDED CIAC 

[A] [E] [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Deferred Debits $ 1,076,185 $ 74,010 1,150,195 

' Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [E] 



EPCOR - Tubac Water Distrlct 
Docket No. WSd1303A-14-0010 
Test Year Ended: June 30. 2013 

RUCO Schedule 13 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC") AND DEPRECIATION EXPNESE 

[A] PI [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Deferred Debits s 83.390 0 (27.978) $ 55,412 

[A] PI [C] 1 LINE I ACCT I I COMPANY I alien I rlitrnl 

55,412 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [el: Testimony TJC 
Column IC]: Column [AI +Column PI 



EPCOR - Tubac Water DisVlct 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 10 -CASH WORKING CAPITAL 

IAl IB1 [CI 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance $ 8,215 $ (6.377) 1,837 

2 
3 
4 
5 
6 
7 
8 
9 
10 
I 1  
12 
13 
14 
15 
16 
17 
18 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense] 
Rents 
General Office Expense 
Miscellaneous 
Maintenance ExDense 

TAXES 
19 General Taxes-Property 
20 Taxes -Payroll 
21 Taxes -Other 
22 Income Tax 

23 Interest Expense 

24 TOTAL 

25 

Amounts may not reflect other adiustments. 26 4 

Proforma 
Test Year 
Amount 

[BI 

179,440 

34,640 
48,202 

811 
95 

19,834 
26,870 
37,821 

430 

12,198 
21,480 

7,566 
28,204 
6.577 

38,435 

31,653 
13,897 
2,260 

(51,626) 

37,194 

495,982 

Cash 
Working 

Revenue Expense Net Lead/Lag Capital 
Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 

Days Days Days Coi. C ~ Col. D Col. E/365 Col. B * Col. F 

[CI P I  [El [9 [GI 

41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 

30.63 

47.61 

71.84 
30.42 
30.42 
33.77 

(10.72) 
67.98 

(48.65) 
64.82 
49.83 
16.96 
33.08 
25.19 
51.05 

10.38 
41.01 
(6.60) 
41.01 
(30.83) 
10.59 
10.59 
7.24 

51.73 
(26.97) 
89.66 

(23.81) 
(8.82) 
24.05 
7.93 

15.82 
(10.04) 

0.03 
0.1 1 

0.1 1 
(0.08) 
0.03 
0.03 
0.02 
0.14 
(0.07) 
0.25 

(0.07) 
(0.02) 
0.07 
0.02 
0.04 
(0.03) 

(0.02) 

5,101 

(627) 
5,416 

(68) 
3 

575 
533 

5,360 
(32) 

(796) 
(519) 
499 
612 
285 

(1,058) 

(0.47) (14.937) 41.01 213.25 (172.24) 
41.01 26.40 14.61 0.04 556 
41.01 (1 35.81) 176.82 0.48 1,095 
41.01 41.75 (0.74) (0.00) 105 

41.01 91.25 (50.24) (0.14) (5.119) 

Cash Workinq Capital Reauiremenl (3.015) 

Company Working Capital Requirement 3,362 

RUCO Cash Working Capital Adjustment (6,377) 



EPCOR - Tubac Water Dlstrict 
Docket NO. WSO1303A-ldOO10 
Test Year Ended: June 30,2013 

LINE 

RUCO Schedule 15 
Witness: Coley 

RUCO RUCO’ 
ACCT COMPANY 

RATE BASE ADJUSTMENT NO. 11 -REGULATORY ASSET - ACRM DEFERRED 0 8 M  CHARGES 

NO. NO. DESCRIPTION PROPOSED 

REFERENCES: 
Column [AI: Company Filing 
Column PI: Testimony JMM 
Column [Cl: Column [A] +Column [E] 



EPCOR - Tubac Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Schedule 16 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (6): RUCO Schedule 17 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 27 and 28 
Column (E): Column (C) + Column (D) 

1 4  PI IC1 PI [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 

CHANGES RECOMMENDED AS FILED ADJUSTMENTS ADJUSTED 

$ 574,204 $ (41,806) $ 532,398 $ 233,244 $ 765,643 

4,990 4,990 4,990 

$ 579,194 $ (41,806) $ 537,388 $ 233,244 $ 770,633 

$ 179,440 $ 

33,324 

98,934 
811 
95 

34,814 
26,870 
37,821 

430 
7,261 

12,198 
20,561 

7,566 
28,204 
6,577 

38,435 
238,395 
30,506 
16,157 

(1 07,414) 

$ 

1,316 

(50,732) 

(14,980) 

(90,770) 
(2,821) 

55,788 

179,440 

34,640 

48,202 
81 1 
95 

19,834 
26,870 
37,821 

430 
4,279 

12,198 
23,607 

7,566 
28,204 

6,577 
38,435 

147,625 
27,685 
16,157 

(51,626) 

1,347 

3,969 

66,582 

179,440 

34,640 

48,202 
811 
95 

19,834 
26,870 
37,821 

430 
4,279 

12,198 
24,954 

7,566 
28,204 

6,577 
38,435 

147,625 
31,653 
16,157 
14,956 

$ 710,987 $ (102,135) $ 608,850 $ 71,897 $ 680,748 
$ (131.793) $ 60,329 $ (71,462) $ 161,347 $ 89,885 





EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 18 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. I - ANNUALIZATIONS 

L 

3 Purchased Water 
4 

$ - $  - $  

5 Fuel and Power $ 33,324 $ 201 $ 33,525 
6 
7 Chemicals 
8 

$ 98,934 $ 19 $ 98,953 

9 Customer Accounting $ 20,561 $ 3,046 $ 23,607 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 19 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

[AI [Bl [CI 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Metered Water Sales $ 574,204 $ 20,841 $ 595,045 
2 
3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
a 

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  - $  

$ 33,324 $ 1,128 $ 34,452 

$ 98,934 $ 105 $ 99,039 



REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

LINE 
NO. 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Tubac Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[AI [BI [CI I LINE I I COMPANY I RUCO I RUCO I I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 
1 Fuel&Power $ 33,324 $ (13) $ 33,311 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column IC]: Column [A] + Column [B] 

$ (22) 
$ (94,695) 



EPCOR - Tubac Water District 
Docket No. WS-01303A-140010 
Test Year Ended: June 30,2013 

RUCO Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - REMOVE ACRM SURCHARGE AND ACRM DEFERRED COSTS 

[A] [B] [C] 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Metered Water Sales $ 574,204 $ (68,193) $ 506,011 
2 
3 Chemicals 
A 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 98,934 $ (50,856) $ 48,078 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 23 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

[A] [ B] [C] 
LINE COMPANY RUCO RUCO1 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Corporate Allocation $ 34,814 $ (14,980) $ 19,834 
2 
3 
4 Short-Term Incentive Plan (STIP) $ (9,192) 
5 Mid-Term Incentive Plan (MTIP) (331 3) 
6 IT Affiliated Charges Expenses - Account 5628 (87) 
7 Advertising, Promotions and Donations (2,388) 
8 Total $ (1 4,980) 

RUCOs Summary of Corporate Allocation Disallowances 

Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District RUCO Schedule 24 
Docket No. WS-01303A-14-0010 Witness: Michlik 
Test Year Ended: June 30,2013 

LINE 
NO. 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Allocation 
Percentage 

RUCO Normalized 
over 3 Years 

Company 
Proposed Rate Recommended Rate 
Case Expense Case Expense 

Paradise Valley Water District 
Sun City Water District 
Tubac Water District 

25% $ 161,530 $ 80,765 $ 26,922 
40% $ 262,102 $ 131,051 $ 43,684 

3% $ 17,890 $ 8,945 $ 2,982 
Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



LINE 
NO. 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Tubac Water District 
Docket No. WS41303A-144010 
Test Year Ended: June 30,2013 

LINE 

RUCO Schedule 26 
Witness: Michlik 

Page I of 3 

DEPRECIATION 
ACCT UPIS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 

EPCOR NonDepreciable RUCO 

NO. NO. DESCRIPTION AS FILED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

PLANT (Col A - Co l8)  RATE (Col C x Col D) 
Direct Plant: 

301000 
302000 
303200 
303300 
303400 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304700 
305000 
307000 
309000 
310000 
31 1100 
311200 
311300 
311500 
320100 
330000 
330100 
331001 
331100 
331200 
331300 
331400 
333000 
334100 
334200 
335000 
339200 
339600 
340100 
340200 
340300 
341 100 
341200 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
304620 
306000 
308000 
320200 
334300 
346200 
339250 
340330 
341300 
347000 
346300 

Organization 
Franchises 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land 8 Land Rights WT 
Land 8 Land Rights T8D 
Land 8 Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Store.Shop,Gge 
Collect 8 Impounding 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Other Power Production 
Pumping Equipment Electric 
Pumping Equipment Diesel 
Pumping Equipment Other 
Water Treatment Equipment Non-Media 
Distribution Reservoirs 8 Standpipes 
Elevated Tank 8 Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Services 
Meters 
Meter Installations 
Hydrants 
Other P/E-Supply 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Transportation Equip Light Duty Trucks 
Transportation Equip Heavy Duty Trucks 
Transportation Equipment Other 
Stores Equipment 
Tools,Shop.Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Struct 8 Imp Leashold 
Lake, River 8 Other Intakes 
Infiltration Galleries 8 Tunne 
WT Equip Filter Media 
Meter Vaults 
Communication Equipment Telephone 
Other PIE SS 
Comp Software Other 
Transportation Equipment - Other 
Miscellaneous Equipment 
Communication Equipment Other 
Reconciling Item 

Total Direct UPlS - Sub-Total of UPlS 

$ 567 $ 567 $ 
2,030 

61,190 
50 
50 

422 
2,755 

25,292 
14,608 

302 
156 

498 
44,598 

236,074 

20,225 

284,424 
879 

403,824 
20,541 

210,840 

378,964 
886,119 
907.886 
37,161 

596.132 
165,866 
22,040 

135,653 

5,453 
1,336 

17,166 

0 
22,179 

1,932 

1,675,646 

659 

2,030 
61,190 

50 
50 

422 
2,755 

1,336 

17,166 

25,292 
14,608 

302 
156 

498 
44,598 

236,074 

20,225 

284,424 
879 

403,824 
20,541 

210,840 

378,964 
886.1 19 
907,886 
37,161 

596,132 
165,866 
22,040 

135,653 

5,453 
(0) 

0 
22,179 

1,932 

1,675,646 

659 

$ 6,183,518 $ 85,566 $ 6,097.951 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
2.50% 
2.00% 
2.00% 
2.00% 
2.50% 
2.50% 
2.50% 
1.67% 
2.50% 
1.67% 
3.33% 
0.00% 
4.00% 
4.00% 
4.00% 
5.00% 
1.54% 
1.54% 
2.00% 
1.43% 
1.43% 
1.43% 
1.43% 
2.50% 
8.33% 
2.50% 
2.00% 
0.00% 
3.33% 
4.50% 
10.00% 
20.00% 
20.00% 
14.29% 
16.67% 
4.00% 
4.00% 
4.00% 
5.00% 
10.00% 
10.00% 
2.50% 
1.67% 
2.50% 
3.92% 
2.50% 
10.00% 
0.00% 
20.00% 
16.67% 
6.25% 
10.00% 

632 
292 

6 
3 

12 
1.115 

5,902 

674 

11,377 
35 

16,153 
1,027 
3,244 

7,579 
12,659 
12,970 

531 

14,903 
13,822 

551 
2,713 

245 
(0 )  

0 
887 

193 

65,685 

66 

$ 173.278 
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Test Year Ended: June 30.2013 

RUCO Schedule 26 
Witness: Michlik 

Page 2 of 3 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR UTILITY PLANT IN SERVICE I"UP1S"I 

[C] [D] [E] [A] [E] 

DEPRECIATION 
DEPEXPENSE 
(Col C x Col D) 

EPCOR NonDepreciable RUCO 
LINE ACCT UPlS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION 

RATE NO. NO. DESCRIPTION AS FILED PLANT (COI A - COI E) 1 CorDorate Allocated Plant: 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

304500 
304620 
334100 
339600 
3401 00 
340200 
340300 
340330 
344000 
346100 
346190 
346200 
346300 
347000 

Structures 8 Improvements General 
Structures 8 Improvements Leasehdd 
Meters 
Other PIE-CPS 
Office Furniture 8 Equipment 
Computer 8 Peripheral Equipment 
Computer Software 
Computer Software Other 
Laboratory Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Miscellaneous Equipment 
Reconciling Item 

Total Corp. Alloc. UPlS - Sub-Total of UPlS 

20 Post Test Year Direct Plant: 
21 331001 Tubac water - Valves Replace 
22 31 1200 Tubac - Well 3 
23 339600 Tubac water - GIs Map Books 
24 31 1200 Tubac water - Rebuild motor Well 3 
25 31 1200 Tubac water - Well 5 
26 31 1200 Tubac -Well 3 
27 
28 331200 Main Breaks 
29 334100 Meters replaced 
30 333000 Services replaced 
31 31 1200 Plant Facilities 8 Equip AZ 
32 331001 Valves Replace - Tubac 
33 335000 Hydrants Replace - Tubac 
34 343000 Tools 8 Equipment - Tubac 
35 335000 Hydrants replaced 
36 334100 Meters replaced 
37 333000 Services replaced 
38 331001 Valves replaced 
39 31 1200 Plant Facilities 8 Equip AZ 
40 334100 RPNB PFE Rep1 8 Well Meter 
41 334100 PFE Rep1 8" Well Meter 
42 

31 1200 Tubac water - Palo Parado WP 8 BS 

43 
44 
45 Post Test Year Allocated CorDorate Plant: 
46 340300 EMS Webviewer-ArcGIS 

Total Post Test Year Plant 

47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 

340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 

$ 361 $ 
74 
43 

1,350 
4,672 
3,028 

56 
24 
64 
688 
56 
197 
18 

1,506 

- $  361 
74 
43 

1,350 
4,672 
3.028 

56 
24 
64 
688 
56 
197 
18 

1.506 

- $  12,137 $ 12,137 $ 

$ - $  - $  

$ - $  - $  

$ - $  - $  

2.50% 
2.50% 
8.33% 
3.33% 
4.50% 
10.00% 
20.00% 
20.00% 
4.00% 
10.00% 
10.00% 
10.00% 
10.00% 
6.25% 

2.00% 
4.00% 
3.33% 
4.00% 
4.00% 
4.00% 
4.00% 
1.43% 
8.33% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
8.33% 
8.33% 

20.00% 
20.00% 
20.00% 
2.50% 
10.00% 
2.50% 
2.50% 
4.00% 
10.00% 
10.00% 
10.00% 
20.00% 
20.00% 
20.00% 
20.00% 
8.33% 

$ 9 
2 
4 
45 
210 
303 
1 1  
5 
3 
69 
6 
20 
2 
94 

$ 781 

$ 
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RUCO Schedule 26 
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EPCOR NonDepreciable RUCO DEPRECIATION 
UPIS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 

NO. NO. DESCRIPTION AS FILED 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

PLANT (Col A - Col B) RATE (Col C x Col D) 

341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

340300 
340300 
340300 
340300 
340300 
340300 

New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 

Monitors - AZ 

ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 -US 
SAMSWater 8 Waste 
AZ IT Software 

Total Post Test Year Allocated Corporate Plant 

Total Plant 

Laptops - A2 
a479005 

Composite Depreciation Rate: 
Contributions in Aid of Construction (“CIAC‘): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC. 
Less Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

$ - $  - $  

$ 6,195,654 $ 85,566 $ 6,110,088 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Asset Over 5 Years 
Deferred ACRM 08M Charges 

Remove Amortization of Regulatory Asset 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Total RUCO Adjustments (lines 160+162+167+172) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [E]: From Column [A] 
Column [C]: Column [A] - Column [B] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$101,712 

$53,314 
$16,673 

16.67% 
4.00% 
10.00% 
10.00% 
10.00% 
16.67% 
20.00% 
20.00% 
20.00% 
20.00% 
8.33% 
2.50% 

20.00% 
20.00% 
20.00% 
20.00% 
20.00% 

!% 

$ 174,059 

2.85% 
$ 1,150,195 
$ 32.781 

$ 174,059 
32,781 

$ 141,279 

$ 186,289 

$ (45,010) 

$ (965) 

$ 20,342 

$ (51,140) 

$ (10.662.85) 

$ (13,997) 
$ (3,334.59) 

$ (90,770) 

$ 238.395 

$ 147,625 



EPCOR - Tubac Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 27 
Witness: Michlik 

1 RUCO Adjusted Test Year Revenues 
2 Weight Factor 
3 Subtotal (Line 1 * Line 2) 
4 RUCO Recommended Revenue, Per Schedule JMM-1 
5 Subtotal (Line 4 + Line 5) 
6 Number of Years 
7 Three Year Average (Line 5 / Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 * Line 8) 
10 Plus: 10% of CWlP - 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 
13 Assessment Ratio 
14 Assessment Value (Line 12 Line 13) 
15 Composite Property Tax Rate (Per Company Schedule) 
16 
17 RUCO Test Year Adjusted Property Tax (Line 14 Line 15) 
18 Company Proposed Property Tax 
19 
20 RUCO Test Year Adjustment (Line 16-Line 17) 
21 Property Tax - RUCO Recommended Revenue (Line 14 Line 15) 
22 RUCO Test Year Adjusted Property Tax Expense (Line 16) 
23 Increase in Property Tax Expense Due to Increase in Revenue Requirement 
24 
25 Increase to Property Tax Expense 
26 Increase in Revenue Requirement 
27 Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

RhdO A 

1-1 LINE 

NO. Property Tax Calculation AS ADJUSTED RECOMMENDED 

537,388 

1,074,777 $ 1,074,777 
770,633 

1,612,165 1,845,409 
3 3 

615,136 
2 2 

1,074,777 $ 1,230,273 
9,880 9,880 

1,084,657 $ 1,240,153 
18.1% 18.1% 

224,257 
14.1 148% 14.1 148% 

$ 537,388 $ 
2 2 

537,388 $ 

537,388 $ 

$ 

196,139 $ 

$ 
$ 27,685 

30,506 

$ (2,821 ) 
$ 31,653 
$ 27,685 
$ 3,969 

$ 3,969 
233,244 

1.701582% 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 
2 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

DESCRIPTION 

3 
4 Calculation of Income Tax: 
5 Revenue (Schedule JMM-1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($1 00,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 
27 
28 
29 

RUCO Schedule 28 
Witness: Michlik 

Test Year 
$ 537,388 
$ 660,476 
$ 37,194 
$ (1 60,282) 

$ (9,617) 
$ (1 50,665) 
$ (7,500) 

6.0000% 

$ (6,250) 
$ (8,500) 
$ (1 9,759) 
$ 
$ (42,009) 
$ (51,626) 

- 

$ 1,475,945 
2.52% 

$ 37,194 

Income Tax - Per RUCO $ (51,626) 
Income Tax - Per Company $ (10741 4 j  

RUCO Adjustment $ 55.788 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-a 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-I7 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 

TABLE OF CONTENTS TO DIRECT SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - A7. CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS -TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - NOT USED 
OPERATING INCOME ADJUSTMENT # 2 - NOT USED 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - REMOVE ACRM DEFERRED O&M COSTS 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # a - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base 

REVENUE REQUIREMENT 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) $ 

Operating Income Deficiency (L5 - L2) $ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

PI 
COMPANY 

FAIR 
VALUE 

5,305,082 

90,799 

1.71 % 

6.87% 

364,459 

273,660 

1.6577 

453,638 

1,055,839 

1,509,477 

42.96% 

RUCO Schedule 1 
Witness: Michlik 

PI 
RUCO 
FAIR 

VALUE 

$ 4,494,753 

$ 1 14,492 

2.55% 

6.09% 

$ 273,730 

$ 159,238 

1.5996 

I S  254,718 

$ 1,055,839 

$ 1,310,557 

24.1 2% 

References: 
Column (A): Company Schedule A-1 
Column (6): RUCO Schedules 3 and 13 



EPCOR - Mohave Wastewater District 
Docket No. WSO1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

[AI 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (Ll I L5) 

Calculation of Uncollecftible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 * L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prom?rtv Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-L19) 
21 Property Tax Factor 
22 Effective Property Tax Factor (L2O*L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [E], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L30'L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncorne Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @! 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @! 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @! 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @! 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @! 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

100.0000% 
36.0746% 
63.9254% 

1.6392% 
1.0479% 

37.1225% 

$ 273,730 
114,492 

$ 159,238 

$ 90,170 
308 

89,862 

$ 254,718 
0.5663% 

$ 1,442 
$ 

1,442 

$ 56,626 
52,451 

4,175 
$ 254,718 

Test RUCO 
Year Recommended 
1055,839 $ 254,718 $ 1,310,557 

$ 941,038 $ 946,656 
$ 113,268 $ 113,268 
$ 1,533 $ 250,633 

6.0000% 6.0000% 
$ 92 $ 15,038 
$ 1,441 $ 235,595 
$ 216 $ 7,500 
$ $ 6,250 
$ $ 8,500 
$ $ 52,882 
$ P 
$ 216 
$ 308 

100.0000% 
0.3620% 

99.6380% 
37.1225% 
62.5155% 
1.599603 

100.0000% 
36.0746% 
63.9254% 
0.5663% 
0.3620% 

100.0000% 
6.0000% 

94.0000% 
31.9943% 
30.0746% 

36.0746% 

". 
$ 75,132 
$ 90,170 

Calculation of Interest Svnchronization: 
54 RateBase 
55 Weighted Average Cost of Deb! 
56 Synchronized Interest 

$ 4,494,753 
2.5200% 

$ 113,268 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Senice 

LESS: 

4 
5 Less: Accumulated Amortization 
6 NetClAC 

Contributions in Aid of Construction (CIAC) 

7 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred Income Taxes 8 Credits 

Advances in Aid of Construction (AIAC) 

11 Regulatory Liability - Over-Collected Depreciation Expense 
12 Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 
13 Net Regulatory Liability for Over-Collection of Depre. Exp. 

ADD: 

14 Deferred Debits 

15 Working Capital Allowance 
16 Reconciling Item 

17 Original Cost Rate Base 

References: 
Column [A]: Company as Filed 
Column [B]: Schedule TJC-4 
Column (C): Column (A) + Column (B) 

[AI PI [Cl 
COMPANY RUCO 

AS RUCO AS 
FlLED ADJUSTMENTS ADJUSTED 

$ 8,866,427 $ (102,622) $ 8,763,804 
693,460 408,778 1,102,239 

$ 8,172,966 $ (511,401) $ 7,661,566 

$ 1,242,320 $ 227.674 $ 1,469.994 
307,248 307,248 

$ 935,072 $ 227,674 $ 1,162,746 

$ 1,916,421 $ $ 1,916,421 

5 

62,236 

5 

62,236 

39,449 39,449 
7,890 7,890 

$ $ 31,559 $ 31,559 

$ 28,717 $ (28,717) $ 

17,134 (1 0,979) 6,155 
(1 1 (1) 

$ 5,305,082 $ (810,329) $ 4,494,753 
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EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

LINE 

RUCO Schedule 9 
Witness: Radigan 

[B] [C] [A] 
ACCT COMPANY 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

RUCO RUCO' 
NO. NO. DESCRIPTION 

14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

i a  

PROPOSED 

41 
42 
43 
44 
45 
46 

ADJUSTMENTS 
Post Test Year Plant: 

~ -r.---- 

393000 Tools & Equip 
380000 
371200 
371 100 
391000 
380000 
380000 

Plant Facilities 8 Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities 8 Equip AZ 
RPNB Removal of Los Lagos Lift Station & Installation 

91,747 
25,881 

RECOMMENDED 

Post Test Year 7A Allocated Corporate Plant: 
340300 EMS Webviewer-ArcGIS 
340300 
340300 
304620 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341 400 
3461 00 
3461 00 
341 400 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office & ops Center - Central Shared 
Tools & Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Office 
Office Ops Center - Central Div 
Plant Facilities & Equip - AZ shared 
Tools & Equipment - AZ shared 
Vehicles - AZ shared 
Security - Central Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Division 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 

Post Test Year 6U Allocated CorDorate Plant: 
340300 ArcGlS Implementation CA 
340300 
340300 ESRl Project (GIS) 
340300 
340300 SAMSWater & Waste 
340300 A 2  IT Software 

Water USA Win7 Office2012 - CA 

Water USA Win7 Office2012 - US 

146 

46 

77 

39 
137 
165 
47 
60 

(99) 

(1 1 

1,019 

1 
145 
82 1 

2,948 
685 

1 (1) 

(102,622) $ 102,622 5 

693,460 $ (3,277) $ 

$ 

$ 

47 Total 

48 Accumulated Depreciation 
690,183 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30.2013 

LINE ACCT. 
- NO. DESCRIPTION 

Direct Plant: 

1 
2 

3 

INTENTIONALLY LEFT BLANK FOR MOHAVE WASTEWATER DISTRICl 
RATE BASE ADJUSTMENT NO. 6 - NOT USED 

(A1 IBl  
TEST YEAR ('IY") END POST TEST YEAR ("PTY") 

OVER-COLLECTED OVER-COLLECTED 
DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT 

4 District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ........... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column (0): Column IC] x 20% 

RUCO Schedule 10 
Witness: Coley 

[CI Dl 
TOTAL CREDIT 

OVER-COLLECTED ANNUAL 
DEPRECIATION DEPRE. EXP. 

AMOUNT 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

i RUCO Schedule I 1  
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY L lAB lL lN  - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI IBl IC1 PI [El 
TOTAL TOTAL TUBAC CREDIT 

ALLOCATION ANNUAL N AZ-CORPORATE PTY AZ-CORPORATE TOTAL 

Allocated Coroorate Plant: 

1 304620 Structures 8 Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

. -  
OVERCOLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. r o . o o s 7 5 2 1  20% 

$ (24,958) 5 (9,888) $ (34,846) S (305) $ (61) 
(3.128854) (721.389) (3.850.243) (33.699) (6,740) 

(52,912) (1 8,705) (71.618) (627) (125) 

Trial Balance 
Acct. No. 

21,439 21.439 188 4 1568 Software Intangibles 
5 1569 Software Intangibles Amortization (571.918) (571,918) (5.006) 

I (550.478) $ - 4  (550.478) s (4,818) (964) 6 

7 Total Corporate OverCollected Depreciation Exp. $ 

Software Intangibles Net of Amortization 

8 District's AZCorporate Plant OverCollected Depreciation Expense to be Credited to Depreciation Expense.. .. .. . . ._... .____. , ._..... . . .. . . . . .. . .__..._ 1-1 

REFERENCES: 
Column [A]: Testimony TJC 
Column [SI: Testimony TJC 
Column IC]: Column [AI +Column (81 
Column [Dl: Column [Cl x District's Allocation Factor 
Column [El: Column [D] x 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 -REVERSE UNEXPENDED ClAC 

[A] [B] [C] 
1 LINE I ACCT I 1 COMPANY I RUCO I RUCO' I ~. I PROPOSED I ADJUSTMENTS I RECOMMENDED 1 NO. I NO. I DESCRIPTION 

1 ClAC $ 1,242,320 $ 227,674 $ 1,469,994 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater Dlstrict 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30.2013 

LINE ACCT 

RUCO Schedule 13 
Witness: Coley 

COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS 

REFERENCES: 
Column [A): Company Filing 
Column (El: Testimony TJC 
Column IC]: Column [A] + Column ['dl 

RECOMMENDED 



EPCOR - Mohave Wastewater Dlsvict 
Docket No. WS-01 M3A-144010 
Test Year Ended: June 30.2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7  CASH WORKING CAPITAL 

[AI le1 [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance $ 17,134 $ (10,979) 6,155 

In1 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General M c e  Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
Property Taxes 
Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column IC]: Column [AI +Column [Bl 

RUCOs Calculation 
Cash 
Working 

Proforma Revenue Expense Net LeadRag Capital 
Test Year Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 
Amount Days Days Days COl. C - Coi. D Cot. El365 Col. B * Col. F 

PI IC1 [Dl [El 16 [GI 

268,572 

46,219 
12.000 
34,306 

161 
37,141 
34.425 
53.082 

725 

14,658 
49.91 1 
8,199 

20.902 
84 

51.102 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 

30.63 
43.67 
50.51 
7.00 

45.46 
30.42 
30.42 
42.46 

(1 0.72) 
67.98 

64.82 
49.70 
16.48 
29.56 
25.02 
49.77 

10.51 
(2.53) 
(9.37) 
34.14 
(4.32) 
10.72 
10.72 
(1.32) 
51.86 

(26.84) 
41.14 

(23.68) 

24.66 
11.58 
16.12 
(8.63) 

(8.56) 

0.03 
(0.01) 
(0.03) 
0.09 

(0.01) 
0.03 
0.03 

(0.00) 
0.14 

(0.07) 
0.11 

(0.06) 
(0.02) 
0.07 
0.03 
0.04 

(0.02) 

7.731 

(1.186) 
1.122 
(406) 

5 
1,091 
(124) 

7,541 
(53) 

56.626 41.14 213.25 (1 72.1 1 ) (0.47) (26,701) 

(6.148) 41.14 (1 31.29) 172.43 0.47 (2,904) 
18,540 41.14 26.40 14.74 0.04 749 

308 41.14 41.75 (0.61 ) (0.00) (1) 

113.268 41.14 91.25 (50.11) (0.14) (15,550) 

814,082 Cash Working Capital Reguiremenl 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

(30.796) 

(79.817) 

(10,979) 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-144010 
Test Year Ended: June 30,2013 

RUCO Schedule 15 
Wltness: Coley 

RATE BASE ADJUSTMENT NO. 11 -NOT USED 

DESCRIPTION I PROPOSED RECOMMENDED I ADJUSTMENTS 1 
?rred 08M Charges $ - $  - $  

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [AI: Company Filing 
Column @I: Testimony JMM 
Column [C]: Column [A] +Column @I 



EPCOR - Mohave Wastewater District 
Docket No. WS-OI303A-14-Op10 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Schedule 16 
Witness: Michlik 

LINE 
- NO. DESCRIPTION 

COMPANY [AI [BI RUCO [CI 

ADJUSTED RUCO TEST YEAR 
TEST YEAR TEST YEAR 
AS FILED ADJUSTMENTS ADJUSTED 

AS 

[Dl 

RUCO 
PROPOSED 
CHANGES 

1 REVENUES: 
2 Metered Water Sales 
3 Water Sales-Unmetered 
4 Other Operating Revenue 
5 Intentionally Left Blank 
6 Total Operating Revenues 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (B): Schedule JMM-14 
Column (C): Column (A) + Column (B) 
Column (D): Schedules JMM-27 and JMM-28 
Column (E): Column (C) + Column (D) 

$ 1,052.210 $ $ 1,052,210 

3,629 3,629 

$ 1,055.839 $ $ 1,055,839 

$ 268,572 $ $ 268,572 

46,241 (22) 46,219 

12,000 
34,306 

161 
58,694 
34,425 
53,082 

725 
11,993 
14,658 
53,027 
8,199 

20,902 
84 

51,102 
257,946 
53,660 
12,392 

(27,928) 

(21,553) 

(5,027) 

(24,120) 
(1.209) 

28,236 

12,000 
34,306 

161 
37,141 
34,425 
53,082 

725 
6,966 

14,658 
53,827 
8,199 

20,902 
84 

51,102 
233,826 
52,451 
12,392 

308 

$ 254,718 

$ 254,718 

1,442 

4,175 

89,862 

RUCO 
RECOMMENDED 

$ 1,306,928 

3,629 

$ 1,310,557 

$ 268,572 

46,219 

12,000 
34,306 

161 
37,141 
34,425 
53,082 

725 
6,966 

14,658 
55,269 
8,199 

20,902 
84 

51,102 
233,826 
56,626 
12,392 
90,170 

$ 965,040 $ (23,694) $ 941,347 $ 95,480 $ 1,036,826 
$ 90,799 $ 23,694 $ 114,492 $ 159,238 $ 273,730 





EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 

OPERATING INCOME ADJUSTMENT NO. 1 - NOT USED 

COMPANY RUCO RUCO 

RUCO Schedule 18 
Witness: Michlik 

NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Purchased Water $ - $  - $  

Fuel and Power $ - $  - $  

Chemicals $ - $  - $  

Customer Accounting $ - $  - $  

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 19 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - NOT USED 

[AI P I  [CI 
LINE I I COMPANY I RUCO 1 RUCO’ I I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 

1 Metered Water Sales $ - $  - $  
2 
3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  - $  



REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

LINE 

RUCO Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI P I  [C] 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

!§ - ! §  - ! §  1 Chemicals 

[AI P I  [C] 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

!§ - ! §  - ! §  1 Chemicals 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 23 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

[A] [ B] [C] 
LINE COMPANY RUCO RUCO' 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 CorDorate Allocation (21,553) $ ~ 37,141 
2 
3 
4 Short-Term Incentive Plan (STIP) 

RUCOs Summary of Corporate Allocation Disallowances 

5 Mid-Term Incentive Plan (MTIP) ' 
6 IT Affiliated Charges Expenses - Account 5628 
7 Advertising, Promotions and Donations 
8 Total 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 

(15,497) 
(5.585) 

(147) 
$ (324) 
$ (21,553) 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 24 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

Allocation 
Percentage 

Normalized 
Over Years 

Company RUCO 
Proposed Rate Recommended Rate 
Case Expense Case Expense 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

RUCO Schedule 25 
Witness: Michlik 

[AI [BI VI I LINE 1 I COMPANY I RUCO RUCO’ 
I NO. I DES C RI PTI 0 N I PROPOSED I ADJUSTMENTS I RECOMMENDED [ 

1 Maintenance Expense $ - $  - $  

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [6]: Testimony JMM 
Column [CJ: Column [A] + Column [B] 



EPCOR - Mohave Wastewater Dlstrlct 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

RUCO Schedule 26 
Witness: Michllk 

Page 1 of 2 

OPERATING INCOME ADJUSTMENT NO. e - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

[AI [El [C] [D] [E] 
PLANT In NonDepreclable DEPRECIABLE DEPRECIATION 

LINE ACCT SERVICE or Fully Depredated PLANT DEPRECIATION EXPENSE 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - Col 8 )  RATE (Col C x Col D) 

1 335000 Hvdranls - %  . a  n n n a  u 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

352000 
354200 
354400 
355400 
360000 
361100 
362000 
363000 
364000 
371100 
380000 
380050 
380100 
380300 
380500 
380600 
380625 
389600 
390200 
390300 

WW Franchises 
WW Strucl8 Imp Coll 
WW Stnrct 8 Imp TOP 
WW Pwr Gen Equip TDP 
WW Collection Sewers Forced 
WW Collecting Mains 
WW Special Coll Slruct 
WW Services Sewer 
WW Flow Measuring Devices 
WW Pump Equip Elect 
WW TD Equipment 
WW TD Equip Grit Removal 
WW TD Equip Sed Tanks/Acc 
WW TD Equip Sldge DrylFill 
WW TD Equip Chem Trmt Plt 
WW TO Equip 0 t h  Disp 
WW TD Equip Gen Trmt 
WW Other P/ECPS 
WW Computers 8 Peripheral 
WW Computer Software 

364 $ 
196,581 $ 

1,047,352 $ 
142,907 $ 

5,385 $ 
2,738,991 $ 

138.063 $ 
530,251 $ 
216,748 $ 
82,445 $ 

902,234 $ 
135.165 $ 
336.115 $ 
39,113 $ 

232,909 $ 
28,914 $ 

1,818.565 $ 
- $  

10.496 $ 
- $  

196,581 
1,047,352 

5,385 
2.738.991 

138,063 
530,251 
218.748 
82,445 

902,234 
135,165 
336.1 15 
39,113 

232.909 
28,914 

1,818.565 

10,496 

142,907 

~ 

0.00% $ 
3.33% $ 
2.00% $ 
3.33% $ 
1.43% $ 
1.43% $ 
3.33% $ 
2.00% $ 
6.67% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 

A nnvn s 

6,553 
20.947 
4,764 

77 
39,126 
4,602 

10.605 
14,583 
4,122 

45,112 
6,758 

16,806 
1,956 

11,645 
1,446 

90,928 

1,050 

22 393000 WW Tool Shop 8 Garage Equip 
23 394000 WW Laboratory Equipment 
24 395000.0 WW Power Operated Equip 
25 396000 WW Communication Equip 
26 397000 WW Misc Equipment 
27 Total Pian1 
28 
29 Corporate Plant Allocation 
30 304500 Stnrctures 8 Improvements General 
31 304620 Structures & Improvements Leasehold 
32 334100 Meters 
33 339600 Other P/ECPS 
34 340100 Ofice Furniture & Equipment 
35 340200 Computer 8 Periphal Equipment 
36 340300 Computer Software 
37 340330 Computer Software Other 
38 344000 Laboratory Equipment 
39 346100 Communication Equipment Nan-Telephone 
40 346190 Remote Control 8 lnstrumenl 
41 346200 Communication Equipment Telephone 
42 346300 Communication Equipment Other 
43 347000 Miscellaneous Equipment 
44 Total Corporate Plant Allocation 
45 
46 Post Test Year Piant 
47 361 100 MOhave ww ~ Manholes Replace 
48 393000 Mohave ww - Tools & Equip 
49 380000 Mohave ww - Wishing Well Treatment Plant 
50 389600 Mohave ww-GIS Map Books 
51 361 100 Mohave ww - Wishing Well Effluent Line 
52 371200 Manholes replaced 
53 393000 Toots 8 Equip 
54 380000 Plant Facilities 8 Equip AZ 
55 371200 Plant Faciiities & Equip AZ 
56 371100.0 Plant Facilities 8 Equip AZ 
57 391000.0 Plant Facilities & Equip AZ 
58 380000 Plant Facilities 8 Equip AZ 

59 gravity main 

60 Total Post Test Year Plant 

380000 RPNB Removal of Los Lagos Lift Station & Installation of 8 in 

$ 73.127 $ - $  73,127 4.00% $ 2,925 
$ 14,336 $ - $  14,336 4.00% $ 573 
$ 16,703 $ - $  16.703 5.00% $ 835 
$ 26,322 $ - $  26,322 10.00% $ 2,632 
$ - $  - $  6.67% $ 
$ 8,735.088 $ 364 $ 8.734,724 $ 288,048 

853 
174 
103 

3,194 
11,055 
7,163 

132 
56 

151 
1,629 

133 
467 
43 

3,564 
28,716 

- $  
- $  
- $  

853 
174 
103 

3,194 
11,055 
7,163 

132 
56 

151 
1,629 

133 
467 
43 

3,564 
28.716 

2.50% $ 
2.50% $ 
8.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
6.25% $ 

$ 

21 
4 
9 

106 
497 
716 
26 
11 
6 

163 
13 
47 
4 

223 
1.848 

- $  1.43% $ 
- $  4.00% $ 
- $  5.00% $ 
- $  3.33% $ 
- $  1.43% $ 
- $  5.00% $ 
- $  5.00% $ 
- $  5.00% $ 
- $  4.00% $ 
- $  5.00% $ 
- $  5.00% $ 
- $  5.00% $ 
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OPERATING INCOME ADJUSTMENT NO, 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

[AI IB1 [CI ID1 [El 

PLANT in NonDepreclable DEPRECIABLE DEPRECiATlON 

LINE ACCT SERVICE or Fully Depredated PLANT DEPRECIATION EXPENSE 

NO., NO. DESCRiPTlON Per RUCO PLANT Col A - Col B RATE [ 1 (Col C x Col D) 
1 Post Test Year Corporate Plant 
2 340300 
3 340300 
4 340300 
5 304620 
6 340200 
7 340300 
8 304600 
9 343000 
10 346200 
11 340200 
12 340200 
13 341400 
14 304620 
15 304600 
16 343000 
17 343000 
18 341400 
19 346100 
20 346100 
21 341400 
22 340300 
23 340300 
24 340300 
25 340300 
26 340200 
27 340200 
28 340200 
29 340300 
30 340300 
31 340300 
32 340300 
33 340300 
34 340300 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

EMS Webviewer-ArcGIS 
GiS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office improvements 
AZ IT Hardware 
AZ IT Software 
m i c e  8 Dps Center- Central Shared 
Tools 8 Equip -Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Office 
Office 8 Ops Center. Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
Security - Central Div 
Security ~ Eastern Div 
RPNB Vehicles- New Valve Truck for Eastem Division 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Software 
Total Post Test Year Piant 

Total 

Composite Depreciation Rate: 
Contributions in Aid of Construction (%iAC"): 
Amortization of CiAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CiAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

$ - $  - $  20.00% $ 
$ - $  - 5  20.00% 5 
$ - $  - 5  20.00% 5 
$ - $  - $  2.50% 5 
$ - $  - $  10.00% 5 
5 - $  - $  2.50% 5 
$ - $  - $  2.50% 5 
$ - $  - $  4.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 
5 - 5  - $  20.00% $ 
5 - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - 5  - $  20.00% $ 
$ - $  - 5  20.00% $ 
$ - $  - 5  20.00% 5 

$ - $  - 5  20.00% $ 
$ - $  - 5  20.00% 5 
5 - 5  - 5  20.00% $ 
5 - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - 5  - a  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - 5  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - 5  20.00% $ 
$ - $  - $  20.00% 5 
$ - a  - $  20.00% $ 
5 - $  - $  20.00% 5 
$ - $  - $  $ 

$ - $  - 5  16.67% $ 

5 289.896 5 8.763.804 5 364 $ 6,763,441 

3.31% 
$ 1,469,994 
5 48,657 

$ 2 8 9,8 9 6 
5 48,657 
5 241,239 

RUC0's Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Corporate Plant 

Total RUCO Adjustments (lines 110+112+114) 

Company Depreciation 

RUCO's Adjustmented Depreciation Expense 

References: 
Column [A]: Schedule TCJ-4 
Column [B]: From Column [AI 
Column [C]: Column [A]. Column [E] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

(39,449) 

$ 256.547 

$ (15.308) 

$ (922) 

5 (7,889.82L 

$ (24,120) 

$ 257,946 

$ 233,826 
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Property Tax Calculation AS ADJUSTED RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax'Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (Line1 9/Line 20) 

$ 1,055,839 
2 

2,111,678 
1,055,839 
3,167,517 

3 
1,055,839 

2 
2,111,678 

21,457 

2,133,135 
18.1% 

385,735 
13.5976% 

$ 1,055,839 
2 

$ 2,111,678 
$ 1,310,557 

3,422,235 
3 

$ 1,140,745 
2 

$ 2,281,490 
21,457 

$ 
$ 2,302,947 

18.1% 
$ 416,442 

13.5976% 
$ 

$ 52,451 
53,660 

$ (1,209) 
56,626 $ 

$ 52,451 
$ 4,175 

$ 4,175 
254,718 

1.639234% 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony J M M  



BEFORE THE ARIZONA CORPORATION COMMISSION 

SUSAN BITTER SMITH 
Chairman 

BOB STUMP 
Commissioner 

Commissioner 

Commissioner 

Commissioner 

BOB BURNS 

DOUG LITTLE 

TOM FORESE 

IN THE MATTER OF THE APPLICATION OF 
EPCOR WATER ARIZONA, INC., AN ) 
ARIZONA CORPORATION FOR A 1 
DETERMINATION OF THE CURRENT FAIR 
VALUE OF ITS UTILITY PLANT AND ) 
PROPERTY AND FOR INCREASES IN ITS 
RATES AND CHARGES FOR UTILITY ) 
SERICES BY ITS MOHAVE WATER ) 
DISTRICT, PARADISE VALLEY WATER 1 
DISTRICT, SUN CITY WATER DISTRICT, 
TUBAC WATER DISTRICT, AND MOHAVE 
WASTEWATER DlSTRl CT. ) 

) DOCKET NO. WS-01303A-14-0010 

) 

) 

) 
) 

DIRECT RATE DESIGN 

TESTIMONY OF 

JEFFREY M. MlCHLlK 

PUBLIC UTILITIES ANALYST V 

RESIDENTIAL UTILITY CONSUMER OFFICE 

FEBRUARY 2,2015 



Page 

I . INTRODUCTION ........................................................................................................... 1 

II . BACKGROUND ............................................................................................................. 1 

Ill . RATE DESIGN .............................................................................................................. 4 

IV . TYPICAL BILL ANALYSIS ........................................................................................... 9 



SCHEDULES 

Mohave Water District 
Rate Design ........................................................................................................ JMM-1 
Typical Residential Bill Analysis .......................................................................... JMM-2 

Paradise Valley Water District 
Rate Design ........................................................................................................ JMM-1 
Typical Residential Bill Analysis .......................................................................... JMM-2 

Sun City Water District 
Rate Design ........................................................................................................ JMM-1 
Typical Residential Bill Analysis .......................................................................... JMM-2 

Tubac Water District 
Rate Design ........................................................................................................ JMM-1 
Typical Residential Bill Analysis Without ACRM ................................................. JMM-2 
Typical Residential Bill Analysis With ACRM ...................................................... JMM-3 

Mohave Wastewater District 
Rate Design ........................................................................................................ JMM-1 
Typical Residential Bill Analysis .......................................................................... JMM-2 



EXECUTIVE SUMMARY 
EPCOR WATER ARIZONA, INC. 

DOCKET NO. WS-Ol303A-14-0010 

EPCOR Water Arizona Inc. (“EWAZ or “Company”) is an Arizona “C” Corporation.’ 
EPCOR is a for profit, certificated Arizona public service corporation that provides water and 
wastewater utility service to various communities throughout the State of Arizona. On March 
10, 2014, the Company filed an application for a permanent rate increase for its Mohave 
Water District, Paradise Valley Water District, Sun City Water District, Tubac Water District 
and Mohave Wastewater District. EWAZ’s corporate business office is located at 2355 W. 
Pinnacle Peak Road, Suite 300 Phoenix, Arizona 85027. 

RUCO recommends approval of its rate design for the Mohave Water District, 
Paradise Valley Water District, S u n  City Water District, Tubac Water District, and Mohave 
Wastewater District. 

Mohave Water District: 

The Company-proposed rates would increase the monthly bill for a typical 518 x 3/4- 
inch meter residential customer, with an average usage of 6,800 gallons, by $9.06 or 43.92 
percent, from $20.63 to $29.69. Under the RUCO-recommended rate design for permanent 
rates, the monthly bill for a typical residential customer would increase by $0.82 or 3.99 
percent, from $20.63 to $21.46. 

Paradise Valley Water District: 

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 3/4- 
inch meter residential customer, with an average usage of 19,271 gallons, by $4.47 or 8.54 
percent, from $52.30 to $56.76. Under the RUCO-recommended rate design for permanent 
rates, the monthly bill for a typical residential customer would decrease by $8.61 or 
negative 16.46 percent, from $52.30 to $43.69. 

Sun City Water District: 

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 3/4- 
inch meter residential customer, with an average usage of 7,203 gallons, by $3.82 or 22.00 
percent, from $17.36 to $21.17. Under the RUCO-recommended rate design for permanent 
rates, the monthly bill for a typical residential customer would decrease by $0.00 or 0 
percent, from $17.36 to $17.36. 

Tubac Wafer District: 

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 3/4- 
inch meter residential customer, with an average usage of 8,348 gallons, by $54.31 or 
116.94 percent, from $46.44 to $100.76. Under the RUCO-recommended rate design for 
permanent rates, the monthly bill for a typical residential customer would increase by 
$22,96 or 49.44 percent, from $46.44 to $69.41 wifhout the Arsenic Cost Recovery 
Mechanism. 

On February 1, 2012, EPCOR Water (USA) Inc. acquired all of Arizona American Water Company’s 
Districts in Arizona and in New Mexico. 



The Company-proposed rates would increase the monthly bill for a typical 5/8 x 3/4- 
inch meter residential customer, with an average usage of 8,348 gallons, by $47.1 8 or 88.08 
percent, from $53.57 to $100.76. Under the RUCO-recommended rate design for 
permanent rates, the monthly bill for a typical residential customer would increase by 
$15.83 or 29.56 percent, from $53.57 to $69.41 with the Arsenic Cost Recovery 
Mechanism. 

Moha ve Was tewa fer District: 

The Company-proposed rates would increase the monthly bill for a typical residential 
customer by $25.45 or 45.00 percent, from $56.55 to $82.00. Under the RUCO- 
recommended rate design for permanent rates, the monthly bill for a typical residential 
customer would increase by $14.42 or 25.50 percent, from $56.55 to $70.97. 
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1. 

Q. 

A. 

Q. 

A. 

II. 

Q. 

A. 

Q. 

I NTROD U CTlO N 

Please state your name, title, and business address. 

My name is Jeffrey M. Michlik. I am a Public Utilities Analyst V employed by the 

Arizona Residential Utility Consumer Office (“RUCO”). My business address is 

1 I10 West Washington Street, Suite 220, Phoenix, Arizona 85007. 

Are you the same Jeffrey M. Michlik who has filed testimony pertaining to 

rate base, operating income, and revenue requirement on behalf of RUCO in 

this docket for EWAZ’s permanent rate application? 

Yes. 

BACKGROUND 

Please describe the Company and background of the current rate case. 

EPCOR Water Arizona Inc. (“EWAZ” or “Company”) is an Arizona “C” 

Corporation.* EPCOR is a for profit, certificated Arizona public service 

corporation that provides water and wastewater utility service to various 

communities throughout the State of Arizona. On March I O ,  201 4, the Company 

filed an application for a permanent rate increase for its Mohave Water District, 

Paradise Valley Water District, Sun City Water District, Tubac Water District and 

Mohave Wastewater District. EWAZ’s corporate business office is located at 2355 

W. Pinnacle Peak Road, Suite 300 Phoenix, Arizona 85027. 

Please briefly describe the current rate design structure for the water 

districts? 

On February 1,  2012, EPCOR Water (USA) Inc. acquired all of Arizona American Water Company’s 
Districts in Arizona and in New Mexico. 
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A. 

Q. 

A. 

The present rate design is based on monthly minimum charges that increase by 

meter size and tiered commodity rate charges per one-thousand gallons 

consumed. There are currently several customer classifications; residential I 

apartments] commercial, irrigation] hydrants, other public authority users, country 

clubs, fire sprinklers, and low i n ~ o m e . ~  

Two of the water district’s Paradise Valley and Sun City have a five-tier 

commodity rate design for all metered residential customers. The Tubac water 

district has a four-tier commodity rate design for only the 518 x 314 and 3/4-inch 

residential customers. While the Mohave Water District has a three-tier 

commodity rate design for only the 5/8 x 314 and 3/4-inch residential customer. All 

other residential customers and commercial customers have a two-tier commodity 

rate design. The Other Public Authority and hydrant customers have a single-tier 

commodity rate design. 

Has the Company proposed any significant changes to the present rate 

design structure? 

Yes. The Company proposes to retain the five-tier rate design for residential 

customers at or under I-inch, and use a two-tier rate design for residential 

customers at or over 1.5-inch for the Sun City water district. The Company 

proposes to retain the five-tier rate design for residential customers at or under 2- 

inch, and use a two-tier rate design for residential customers at or over 3-inch for 

the Paradise Valley water district. 

Q. Is RUCO recommending changes to the present rate design structure? 

Note this list is not all inclusive. 
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A. 

Q. 

A. 

Q. 

A. 

No. However, RUCO is recommending changing some break-over points, so that 

a larger size meter customer does not pay less than a smaller sized meter 

customer for the same gallon usage. 

Has RUCO altered the rate design structure or rates for the Sun City Water 

District? 

No, not at this point due to the immaterial decrease recommended by RUCO to 

the revenue requirement. RUCO recommends the same rates that were 

previously approved by the Commission. However, RUCO will update its 

schedules for this district in surrebuttal testimony, and address any break-over 

issues then. 

Please briefly describe the current rate design structure for the Mohave 

wastewater district? 

The present rate design is based on a flat monthly charge for residential, 

commercial, and public authority customers. While the large commercial 

customers have both a monthly minimum charge and a commodity charge per 

1,000 gallons. The present rate design also includes a commodity charge per 

1,000 gallons for effluent. 
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111. 

Q. 

A. 

RATE DESIGN 

Have you prepared schedules summarizing the present, Company- 

proposed, and RUCO-recommended rates and charges? 

Yes. RUCO has presented its recommended rates in the attached Rate Design 

Schedule JMM-1. A brief summary of the present, Company-proposed, and 

RUCO-recommended rates for the 5/8 x 3/4-inch residential customer for each 

district is presented below. 

Mohave Water District 

Q. 

A. 

Q. 

A. 

Would you please summarize the present rate design for the 518 x 314-inch 

residential customer? 

The present monthly minimum charge for a 518 x 3/4-inch residential customer is 

$11.0000. No gallons are included in the monthly minimum charge. The 

residential water commodity rate for the 5/8 x 3/4-inch residential customer is 

$0.8800 per thousand gallons for I to 3,000 gallons, $1.8400 per thousand 

gallons for 3,001 to 10,000 gallons, and $3.0000 per thousand gallons for any 

consumption over 10,000 gallons. 

Would you please summarize the Company’s proposed rate design for the 

518 x 314-inch residential customer? 

The Company-proposed monthly minimum charge for a 518 x 3/4-inch residential 

customer is $15.5430. No gallons are included in the monthly minimum charge. 

The residential water commodity rate for the 518 x 3/4-inch residential customer is 

$1.5500 per thousand gallons for 1 to 3,000 gallons, $2.5000 per thousand 

gallons for 3,001 to 10,000 gallons, and $3.2500 per thousand gallons for any 

consumption over 10,000 gallons. 
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Q. 

A. 

Would you please summarize RUCO’s recommended rate design for the 518 

x 314-inch residential customer? 

RUCO recommends a monthly minimum charge for a 5/8 x 3/4-inch residential 

customer of $1 1.4000. No gallons are included in the monthly minimum charge. 

RUCO recommends the residential water commodity rate for the 518 x 3/4-inch 

residential customer of $0.9200 per thousand gallons for 1 to 3,000 gallons, 

$1.9200 per thousand gallons for 3,001 to 10,000 gallons, and $3.1600 per 

thousand gallons for any consumption over 10,000 gallons. 

Paradise Valley Water District 

Q. 

A. 

Q. 

A. 

Would you please summarize the present rate design for the 518 x 314-inch 

resid entia I custom e r? 

The present monthly minimum charge for a 5/8 x 3/4-inch residential customer is 

$25.1500. No gallons are included in the monthly minimum charge. The 

residential water commodity rate for the 5/8 x 3/4-inch residential customer is 

$1.050 per thousand gallons for 1 to 5,000 gallons, $1.2500 per thousand gallons 

for 5,001 to 15,000 gallons, $2.2000 per thousand gallons for 15,001 to 40,000 

gallons, $2.7500 per thousand gallons for 40,001 to 80,000 gallons, and $3.2259 

per thousand gallons for any consumption over 80,000 gallons. 

Would you please summarize the Company’s proposed rate design for the 

5/8 x 314-inch residential customer? 

The Company-proposed monthly minimum charge for a 5/8 x 3/4-inch residential 

customer is $27.2701. No gallons are included in the monthly minimum charge. 

The residential water commodity rate for the 5/8 x 3/4-inch residential customer is 

$1.1408 per thousand gallons for 1 to 5,000 gallons, $1.3581 per thousand 
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gallons for 5,001 to 15,000 gallons, $2.3903 per thousand gallons for 15,001 to 

40,000 gallons, $2.9879 per thousand gallons for 40,001 to 80,000 gallons, and 

$3.5049 per thousand gallons for any consumption over 80,000 gallons. 

Q. 

A. 

Would you please summarize RUCO's recommended rate design for the 5/8 

x 3/4-inch residential customer? 

RUCO recommends a monthly minimum charge for a 518 x 3/4-inch residential 

customer of $22.0000. No gallons are included in the monthly minimum charge. 

RUCO recommends the residential water commodity rate for the 5/8 x 3/4-inch 

residential customer of $0.8000 per thousand gallons for 1 to 5,000 gallons, 

$1 .OOOO per thousand gallons for 5,001 to 15,000 gallons, $1.8000 per thousand 

gallons for 15,001 to 40,000 gallons, $2.3200 per thousand gallons for 40,001 to 

80,000 gallons, and $3.000 per thousand gallons for any consumption over 

80,000 gallons. 

Sun City Water District 

Q. 

A. 

Would you please summarize the present rate design for the 5/8 x 314-inch 

residential customer? 

The present monthly minimum charge for a 5/8 x 3/4-inch residential customer is 

$8.7600. No gallons are included in the monthly minimum charge. The residential 

water commodity rate for the 5/8 x 3/4-inch residential customer is $0.7297 per 

thousand gallons for 1 to 1,000 gallons, $1.0702 per thousand gallons for 1,001 to 

3,000 gallons, $1.3621 per thousand gallons for 3,001 to 9,000 gallons, $1.6539 

per thousand gallons for 9,001 to 12,000 gallons, and $1.9896 per thousand 

gallons for any consumption over 12,000 gallons. 
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Q. 

A. 

Q. 

A. 

Would you please summarize the Company’s proposed rate design for the 

5/8 x 3/4-inch residential customer? 

The Company-proposed monthly minimum charge for a 518 x 3/4-inch residential 

customer is $10.7047. No gallons are included in the monthly minimum charge. 

The residential water commodity rate for the 5/8 x 3/4-inch residential customer is 

$0.7500 per thousand gallons for 1 to 1,000 gallons, $1.3702 per thousand 

gallons for 1,001 to 3,000 gallons, $1.6602 per thousand gallons for 3,001 to 

9,000 gallons, $1.9002 per thousand gallons for 9,001 to 12,000 gallons, and 

$2.1 202 per thousand gallons for any consumption over 12,000 gallons. 

Would you please summarize RUCO’s recommended rate design for the 518 

x 3/4-inch residential customer? 

RUCO recommends a monthly minimum charge for a 518 x 3/4-inch residential 

customer of $8.7600. No gallons are included in the monthly minimum charge. 

RUCO recommends the residential water commodity rate for the 5/8 x 314-inch 

residential customer of $0.7297 per thousand gallons for 1 to 1,000 gallons, 

$1.0702 per thousand gallons for 1,001 to 3,000 gallons, $1.3621 per thousand 

gallons for 3,001 to 9,000 gallons, $1.6539 per thousand gallons for 9,001 to 

12,000 gallons, and $1.9896 per thousand gallons for any consumption over 

12,000 gallons. 

Tubac Water District 

Q.  Would you please summarize the present rate design for the 5/8 x 3/4-inch 

residential customer? 

The present monthly minimum charge for a 518 x 3/4-inch residential customer is 

$24.7000. No gallons are included in the monthly minimum charge. The 

A. 
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residential water commodity rate for the 5/8 x 3/4-inch residential customer is 

$1.9000 per thousand gallons for 1 to 3,000 gallons, $3.0000 per thousand 

gallons for 3,001 to 10,000 gallons, $4.000 per thousand gallons for 10,001 to 

20,000 gallons, and $6.0000 per thousand gallons for any consumption over 

20,000 gallons. 

Q. 

A. 

Q. 

A. 

Would you please summarize the Company’s proposed rate design for the 

5/8 x 3/4-inch residential customer? 

The Company-proposed monthly minimum charge for a 518 x 3/4-inch residential 

customer is $48.2391. No gallons are included in the monthly minimum charge. 

The residential water commodity rate for the 5/8 x 3/4-inch residential customer is 

$5.3300 per thousand gallons for 1 to 3,000 gallons, $6.8300 per thousand 

gallons for 3,001 to 10,000 gallons, $8.1800 per thousand gallons for 10,001 to 

20,000 gallons, and $9.3800 per thousand gallons for any consumption over 

20,000 gallons. 

Would you please summarize RUCO’s recommended rate design for the 518 

x 3/4-inch residential customer? 

RUCO recommends a monthly minimum charge for a 518 x 3/4-inch residential 

customer of $33.0000. No gallons are included in the monthly minimum charge. 

RUCO recommends the residential water commodity rate for the 5/8 x 3/4-inch 

residential customer of $3.4000 per thousand gallons for 1 to 3,000 gallons, 

$4.9000 per thousand gallons for 3,001 to 10,000 gallons, $6.6000 per thousand 

gallons for 10,001 to 20,000 gallons, and $8.8000 per thousand gallons for any 

consumption over 20,000 gallons. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2c 

21 

22 

23 

24 

25 

26 

Direct Testimony of Jeffrey M. Michlik 
Docket No. WS-01303A-14-0010 
Page 9 

Moha ve Wastewater District 

Q. 

A. 

Q. 

A. 

Q. 

A. 

IV. 

Q. 

A. 

Would you please summarize the present rate design for the residential 

c us t om e r? 

The present monthly minimum charge for a residential customer is $56.5500. 

Would you please summarize the Company’s proposed rate design for the 

residential customer? 

The Company-proposed monthly minimum for a residential customer is $81.9975. 

Would you please summarize RUCO’s recommended rate design for the 

residential customer? 

RUCO recommends a monthly minimum charge for a residential customer of 

$70.9703. 

TYPICAL BILL ANALYSIS 

Have you prepared a residential typical bill analysis that shows the impact 

of both the Company’s and RUCO’s recommended rates for each of the 

Company’s districts? 

Yes. RUCO has presented its typical bill analysis in Schedule JMM-2, and has 

summarized the results for each district below. In addition, RUCO has also 

included an additional schedule JMM-3 that shows the effects on the typical bill 

with the Arsenic Cost Recovery Mechanism Surcharge included in the present 

rates. 
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Mohave Water District: 

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 

3/4-inch meter residential customer, with an average usage of 6,800 gallons, by 

$9.06 or 43.92 percent, from $20.63 to $29.69. Under the RUCO-recommended 

rate design for permanent rates, the monthly bill for a typical residential customer 

would increase by $0.82 or 3.99 percent, from $20.63 to $21.46. 

Paradise Valley Water District: 

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 

3/4-inch meter residential customer, with an average usage of 19,271 gallons, by 

$4.47 or 8.54 percent, from $52.30 to $56.76. Under the RUCO-recommended 

rate design for permanent rates, the monthly bill for a typical residential customer 

would decrease by $8.61 or negative 16.46 percent, from $52.30 to $43.69. 

Sun City Water District: 

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 

3/4-inch meter residential customer, with an average usage of 7,203 gallons, by 

$3.82 or 22.00 percent, from $1 7.36 to $21 .I 7. Under the RUCO-recommended 

rate design for permanent rates, the monthly bill for a typical residential customer 

would decrease by $0.00 or 0 percent, from $1 7.36 to $1 7.36. 

Tubac Water District: 

The Company-proposed rates would increase the monthly bill for a typical 518 x 
3/4-inch meter residential customer, with an average usage of 8,348 gallons, by 

$54.31 or 116.94 percent, from $46.44 to $100.76. Under the RUCO- 

recommended rate design for permanent rates, the monthly bill for a typical 
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residential customer would increase by $22.96 or 49.44 percent, from $46.44 to 

$69.41 without the Arsenic Cost Recovery Mechanism. 

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 

3/4-inch meter residential customer, with an average usage of 8,348 gallons, by 

$47.18 or 88.08 percent, from $53.57 to $100.76. Under the RUCO- 

recommended rate design for permanent rates, the monthly bill for a typical 

residential customer would increase by $15.83 or 29.56 percent, from $53.57 to 

$69.41 with the Arsenic Cost Recovery Mechanism. 

Moha ve Was te wa t er Dis fric t: 

The Company-proposed rates would increase the monthly bill for a typical 

residential customer by $25.45 or 45.00 percent, from $56.55 to $82.00. Under 

the RUCO-recommended rate design for permanent rates, the monthly bill for a 

typical residential customer would increase by $1 4.42 or 25.50 percent, from 

$56.55 to $70.97. 

Q. 

A. 

Does this conclude your rate design direct testimony? 

Yes, it does. 
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Monthly Usage Charge Present 

Meter Size: 
5/8x3/4 Inch - Residential - Low Income 
5/8x3/4 Inch - Residential 
518x314 Inch - Apartment, Commercial, Industial, OPA 
3/4 Inch - Residential 
314 Inch - Commercial, lndustial 
3/4 Inch -Apartment, OPA 
1 Inch - All classes 
1.5 Inch - All classes 
2 Inch -All  classes 
3 Inch - All classes 
4 Inch - All classes 
6 Inch - All classes 
8 Inch -Al l  classes 
10 Inch -All classes 
12 Inch -All  classes 

Fire Flow: 
2 Inch - Private Fire 
4 Inch - Private Fire 
6 Inch - Private Fire 
8 Inch - Private Fire 
10 Inch - Private Fire 
Public Hydrants 
Private Hydrants 
Public Sprinkler Head 

$ 6.0000 
11 .oooo 
11 .oooo 
11 .oooo 
1 1 .oooo 
1 1 .oooo 
27.5000 
55.0000 
88.0000 

176.0000 
275.0000 
550.0000 
880.0000 

1,265.0000 
2,365.0000 

$ 5.0000 
10.0000 
15.0000 
20.0000 
25.0000 
12.3200 
12.3200 
0.7300 

Commodity Charge - Per 1,000 Gallons 

518 x 314" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
All gallons over 10,000 

518 x 314" Meter (ADartment. Commercial, Industrial) 
First 10,000 gallons 
Over 10,000 gallons 

3/4" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
All gallons over 10,000 

3/4" Meter (ADartment) 
First 10,000 gallons 
Over 10,000 gallons 

3/4" Other Public Authority 

3/4" Meter (Commercial. Industrial) 
First 10,000 gallons 
Over 10,000 gallons 

1" Meter (Residential. Apartment. Commercial, Industrial) 
First 15,000 gallons 
Over 15,000 gallons 

1.5" Meter (Residential. ADartment. Commercial, Industria0 
First 30,000 gallons 
Over 30,000 gallons 

$ 0.8800 
1.8400 
3.0000 

1.8400 
3.0000 

$ 0.8800 
1.8400 
3.0000 

N/A 
N/A 

N/A 

N/A 
N/A 

1.8400 
3.0000 

1.8400 
3.0000 

Company 
Proposed Rates 

$ 9.3258 
15.5430 
15.5430 
15.5430 
15.5430 
15.5430 
38.8575 
77.7150 

124.3440 

388.5750 
777.1500 

1,243.4400 
1,787.4450 
3,341.7450 

248.6880 

$ 6.0325 
12.0650 
18.0975 
24.1300 
30.1625 
14.8641 
14.8641 
0.8807 

$ 1.5500 
2.5000 
3.2500 

2.5000 
3.2500 

$ 1.5500 
2.5000 
3.2500 

2.5000 
3.2500 

2.5000 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

Schedule JMM-1 
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RUCO 
Recommended Rates 

$ 6.8400 
11.4000 
11.4000 
11.4000 
11.4000 
11.4000 
28.5000 
57.0000 
91.2000 

182.4000 
285.0000 
570.0000 
91 2.0000 

1,311 .OOOO 
2,451.0000 

$ 5.1800 
10.3600 
15.5500 
20.7300 
25.9100 
12,7700 
12.7700 
0.7600 

$ 0.9200 
1.9200 
3.1600 

1.9200 
3.1600 

$ 0.9200 
1.9200 
3.1600 

1.9200 
3.1600 

1.9200 

1.9200 
3.1600 

1.9200 
3.1600 

1.9200 
3.1600 
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2" Meter (Residential. Apartment. Commercial, Industrial) 
First 50,000 gallons 
Over 50,000 gallons 

3" Meter (Residential. Apartment. Commercial, Industrial) 
First 100,000 gallons 
Over 100,000 gallons 

4" Meter (Residential. Apartment, Commercial. Industrial) 
First 150,000 gallons 
Over 150,000 gallons 

6" Meter (Residential. Apartment. Commercial, Industrial) 
First 300,000 gallons 
Over 300,000 gallons 

8 Meter (Residential. Apartment. Commercial, Industrial) 
First 1,125,000 gallons 
Over 1,125,000 gallons 

I O "  Meter (Residential. Apartment. Commercial, Industrial) 
First 1,500,000 gallons 
Over 1,500,000 gallons 

12" Meter (Residential. Apartment. Commercial, Industrial) 
First 2,250,000 gallons 
Over 2,250,000 gallons 

Other Public Authoritv(Al1 Meter Sizes other than 3/4") 
All Usage 

Fire and Hvdrant Water 
All Usage 

Effluent (per acre foot) 

Rate Design 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1 .E400 
3.0000 

I A400 
3.0000 

1.8400 

1.8400 

227.7900 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 

2.5000 

See Mohave WW 
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1.9200 
3.1600 

1.9200 
3.1600 

1.9200 
3.1600 

1.9200 
3.1600 

1.9200 
3.1600 

1.9200 
3.1600 

1.9200 
3.1600 

1.9200 

1.9200 

See Mohave WW 
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Schedule JMM-2 

Typical Bill Analysis 
General Service 518 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 6,800 $ 20.63 $ 29.69 $ 9.06 43.92% 

Median Usage 5,000 17.32 25.19 $ 7.87 45.46% 

RUCO Recommended 

Average Usage 6,800 $ 20.63 $ 21.46 $ 0.82 3.99% 

Median Usage 5,000 17.32 18.00 $ 0.68 3.93% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company RUCO 
Gallons Present Proposed % Recommended % 
Consumption Rates Rates Increase Rates Increase 

$ 11 .oo $ 15.54 41.30% $ 11.40 3.64% 
1,000 
2.000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

11 .88 
12.76 
13.64 
15.48 
17.32 
19.16 
21.00 
22.84 
24.68 
26.52 
29.52 
32.52 
35.52 
38.52 
41 5 2  
44.52 
47.52 
50.52 
53.52 
56.52 
71 5 2  
86.52 

101 5 2  
116.52 
131.52 
146.52 
221.52 
296.52 

17.09 
18.64 
20.19 
22.69 
25.19 
27.69 
30.19 
32.69 
35.19 
37.69 
40.92 
44.14 
47.37 
50.59 
53.82 
57.04 
60.27 
63.49 
66.72 
69.94 
86.07 

102.19 
11 8.32 
134.44 
150.57 
166.69 
247.32 
327.94 

43.88% 
46.11% 
48.04% 
46.60% 
45.46% 
44.54% 
43.78% 
43.14% 
42.60% 
42.13% 
38.61 % 
35.74% 
33.36% 
31.34% 
29.62% 
28.13% 

25.68% 
24.66% 
23.75% 
20.34% 
18.11% 
16.55% 
15.38% 
14.48% 
13.77% 
11.65% 
10.60% 

26.83% 

12.32 
13.24 
14.16 
16.08 
18.00 
19.92 
21.84 
23.76 
25.68 
27.60 
30.76 
33.92 
37.08 
40.24 
43.40 
46.56 
49.72 
52.88 
56.04 
59.20 
75.00 
90.80 

106.60 
122.40 
138.20 
154.00 
233.00 
312.00 

3.70% 
3.76% 
3.81% 
3.88% 
3.93% 
3.97% 
4.00% 
4.03% 
4.05% 
4.07% 
4.20% 
4.31% 
4.39% 
4.47% 
4.53% 
4.58% 
4.63% 
4.67% 
4.71 % 
4.74% 
4.87% 
4.95% 
5.00% 
5.05% 
5.08% 
5.11% 
5.18% 
5.22% 
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EPCOR - Paradise Valley Water District 
Docket No. WS41303A-144010 
Test Year Ended June 30,2013 Rate Design 

Monthly Usage Charge Present 

Meter Size (All Classes): 
518x314 inch Residential Low Income 
518x314 inch 
314 inch 
1 inch 
1 112 inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 
12 Inch 

NIA 
$ 25.1500 

26.1600 
50.3000 
90.5400 

140.8400 
276.6500 
462.7600 
930.0000 

2.245.0000 
3.228.0000 
6,034.0000 

6 Inch Paradise Valley Country Club 790.5000 

Private Fire Protection Service 10.0000 

Commodity Charge - Per 1,000 Gallons 

518x314 and 314" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

518x314 and 3/4" Meter (Commercial. industrial) 
First 400.000 aallons 

$ 1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
Over 40d.000~a11ons 2.3000 

518x314 and 314" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

1 Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

1" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

1" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

1.5" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

1.5" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

1.5" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

2" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

Company 
Proposed Rates 

$ 16.3600 
27.2701 
28.3610 
54.5403 
98.1 725 

152.7128 
299.9716 
501.7707 

1,008.3990 
2,434.2535 
3,500.1 204 
6,542.6662 

857.1392 

10.0000 

$ 1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

RUCO 
Recommended Rates 

$ 13.2000 
22.0000 
23.0000 
45.0000 
80.0000 

125.0000 
250.0000 
420.0000 
850.0000 

1,780.0000 
2,558.0000 
4,783.0000 

739.6000 

10.0000 

$ 0.8000 
1 .oooo 
1.8000 
2.3200 
3.0000 

NIA 
NIA 

1 .EO00 
3.0000 

0.8000 
1 .oooo 
1 .EO00 
2.3200 
3.0000 

NIA 
NIA 

1 .I3000 
3.0000 

0.8000 
1 .oooo 
1.8000 
2.3200 
3.0000 

NIA 
NIA 

1.8000 
3.0000 

0.8000 
1 .oooo 
1.8000 
2.3200 
3.0000 
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2" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

2" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

3" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

3" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

3" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

3" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

4" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

4" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

4" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

4" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

6" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

6" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

6" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

6" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

8" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

8" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

Rate Design 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

2.1187 
2.4990 

NlA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1 187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

Schedule JMM-1 
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NIA 
NIA 

1 .a000 
3.0000 

0.8000 
1 .oooo 
1 BOO0 
2.3200 
3.0000 

NIA 
NIA 

NIA 
NIA 

1.8000 
3.0000 

0.8000 
1 .oooo 
1.8000 
2.3200 
3.0000 

NIA 
NIA 

NIA 
NIA 

1 .a000 
3.0000 

0.8000 
1 .oooo 
1 .EO00 
2.3200 
3.0000 

NIA 
NIA 

NIA 
NIA 

1.8000 
3.0000 

0.8000 
1 .oooo 
1.8000 
2.3200 
3.0000 

NIA 
NIA 
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8" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

8" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

10" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

10" Meter (Residential1 
First 400,000 gallons 
Over 400,000 gallons 

10" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

10" Meter (Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

12" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

12" Meter (Residentia!) 
First 400,000 gallons 
Over 400,000 gallons 

12" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

12" Meter (Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

Other Public Authoritv (AI1 Meter Sizes) 
All Usage 

TURF (All Meter Sizes) 
All Usage 

6 Inch Paradise Valley Country Club 

Paradise Valley Fire Flow 

Rate Design 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.9500 

1.6800 

1.5600 

1.5600 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

1.9152 

2.1187 

1.7784 

1.7784 

Schedule JMM-1 
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NIA 
NIA 

1.8000 
3.0000 

0.8000 
1 .oooo 
1.8000 
2.3200 
3.0000 

NIA 
NIA 

NIA 
NIA 

1.8000 
3.0000 

0.8000 
1 .oooo 
1.8000 
2.3200 
3.0000 

NIA 
NIA 

NIA 
NIA 

1.8000 
3.0000 

NIA 

1.5700 

1.4600 

1.4600 



EPCOR - Paridise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Schedule JMM-2 

Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 19,271 $ 52.30 $ 56.76 $ 4.47 8.54% 

Median Usage 10,000 36.65 39.76 $ 3.1 1 8.50% 

Present Proposed Dollar 

RUCO Recommended 

Average Usage 19,271 $ 52.30 $ 43.69 $ (8.61) -16.46% 

Median Usage 10,000 36.65 31.00 $ (5.65) -1 5.42% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Gallons 
Consumption 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

Present 
Rates 

25.15 
26.20 
27.25 
28.30 
29.35 
30.40 
31.65 
32.90 
34.15 
35.40 
36.65 
37.90 
39.15 
40.40 
41.65 
42.90 
45.10 
47.30 
49.50 
51.70 
53.90 
64.90 
75.90 
86.90 
97.90 

111.65 
125.40 
194.15 
272.42 

Company 
Proposed 

Rates 
27.27 
28.41 
29.55 
30.69 
31.83 
32.97 
34.33 
35.69 
37.05 
38.41 
39.76 
41.12 
42.48 
43.84 
45.20 
46.56 
48.95 
51.34 
53.73 
56.12 
58.51 
70.46 
82.41 
94.36 

106.31 
121.25 
136.19 
210.89 
295.93 

RUCO 

Increase Rates 
% Recommended 

8.43% $ 22.00 
8.44% $ 22.80 
8.45% $ 23.60 
8.45% $ 24.40 
8.46% $ 25.20 
8.47% $ 26.00 
8.48% $ 27.00 
8.48% $ 28.00 
8.49% $ 29.00 
8.49% $ 30.00 
8.50% $ 31 .OO 
8.50% $ 32.00 
8.51% $ 33.00 
8.51% $ 34.00 
8.52% $ 35.00 
8.52% $ 36.00 
8.53% $ 37.80 
8.53% $ 39.60 
8.54% $ 41.40 
8.54% $ 43.20 
8.55% $ 45.00 
8.56% $ 54.00 
8.58% $ 63.00 
8.59% $ 72.00 
8.59% $ 81 .OO 
8.60% $ 92.60 
8.61% $ 104.20 
8.62% $ 162.20 
8.63% $ 233.80 

% 
Increase 

-12.52% 
-12.98% 
-13.39% 
-1 3.78% 
-14.14% 
-14.47% 
-14.69% 
-14.89% 
-15.08% 
-1 5.25% 
-1 5.42% 
-15.57% 
-15.71% 
-15.84% 
-1 5.97% 
-16.08% 
-16.19% 
-16.28% 
-16.36% 
-16.44% 
-16.51% 
-16.80% 
-17.00% 
-17.15% 
-17.26% 
-17.06% 
-16.91% 
-1 6.46% 
-14.1 8% 



I EPCOR -Sun City Water District 
~ Docket No. WS-Ol303A-14-0010 

Test Year Ended June 30,2013 

Monthly Usage Charge Present 

Meter Size (All Classes): 
518x314 Inch - Residential Low Income 
518x314 Inch 
314 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 

2 Inch Irrigation 
Irrigation Raw 
Public Interruptible - Peoria 

Monthly Service Charge for Fire Sprinkler 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 

$ 4.3800 
8.7600 
8.7600 

21.8900 
43.7800 
70.0500 

140.1 000 
218.9000 
437.81 00 
700.5000 

77.5900 
8.1600 

9.7300 
9.7300 
9.7300 

14.0100 
20.1400 

Private Hydrant Standby - Peoria 8.2200 

Commodity Charge - Per 1,000 Gallons 

5/8x314 and 314" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

518x314 and 3/4" Meter (Commercial) 
First 9,000 gallons 
Over 9,000 gallons 

1" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

1" Meter (Commercial) 
First 20,000 gallons 
Over 20,000 gallons 

1.5" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

1 . 5  Meter (Residential) 
First 40,000 gallons 
Over 40,000 gallons 

1.5 Meter (Commercial) 
First 40,000 gallons 
Over 40,000 gallons 

2 Meter (Residential) 
First 1,000 gallons 
1.001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

$ 0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
N/A 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

Company 
Proposed Rates 

$ 6.4228 
10.7047 
10.7047 
26.7618 
53.5236 
85.6378 

171.2755 
267.6180 
535.2360 
856.3776 

94.8150 
9.9715 

10.8100 
10.8100 
10.8100 
15.5651 
22.3755 

9.1324 

$ 0.7500 
1.3702 
1.6602 
1 .goo2 
2.1202 

1.8302 
2.1202 

0.7500 
1.3702 
1.6602 
1.9002 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

Schedule JMM-1 
Page 1 of 2 

Rate Design 

RUCO 
Recommended Rates 

$ 4.3800 
8.7600 
8.7600 

21.8900 
43.7800 
70.0500 

140.1 000 
218.9000 
437.8100 
700.5000 

77.5900 
8.1600 

9.7300 
9.7300 
9.7300 

14.0100 
20.1400 

8.2200 

$ 0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 



EPCOR -Sun City Water District 
Docket No. WS41303A-14-0010 
Test Year Ended June 30,2013 

2" Meter (Residential) 
First 64,000 gallons 
Over 64,000 gallons 

2 Meter (Commercial) 
First 64,000 gallons 
Over 64,000 gallons 

3" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

3 Meter (Residential) 
First 131,000 gallons 
Over 131,000 gallons 

3 Meter (Commercial) 
First 131,000 gallons 
Over 131,000 gallons 

4" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

4 Meter (Residential) 
First 205,000 gallons 
Over 205,000 gallons 

4" Meter (Commercial) 
First 205,000 gallons 
Over 205,000 gallons 

6" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

6 Meter (Residential) 
First 415,000 gallons 
Over 415,000 gallons 

6" Meter (Commercial) 
First 415,000 gallons 
Over 415,000 gallons 

8" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

8 Meter (Residential) 
First 670,000 oallons 
Over 670,000~allons 

8" Meter (Commercial) 
First 670,000 gallons 
Over 670,000 gallons 

3 Inch - Public lnteruptible (All Gallons) 

Public lnteruptible - Peoria (All Gallons) 

2 Inch Irrigation (All Gallons) 

Irrigation - Raw Water (All Gallons) 

Private Hydrant - Peoria (All Gallons) 

Central Arizona Project - Raw Water (All Gallons) 

Schedule JMM-1 
Page 2 of 2 

Rate Design 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

1.1632 

1.1632 

1.2551 

10037 

1 1400 

0.8480 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

NIA 
NIA 

1.3958 

1.3958 

1.5061 

1.2044 

1.3680 

1.0176 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

1.1632 

1.1632 

1.2551 

1.0037 

1.1400 

0.8480 



EPCOR -Sun City Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended June 30,2013 

Schedule JMM-2 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Percent 
Company Proposed G a I I o n s Rates Rates Increase Increase 

Present Proposed Dollar 

Average Usage 7.203 $ 17.36 $ 21.17 $ 3.82 22.00% 

22.01% Median Usage 6,000 15.72 19.18 $ 3.46 

RUCO Recommended 

Average Usage 7,203 $ 17.36 $ 17.36 $ 0.00% 

Median Usage 6,000 15.72 15.72 $ 0.00% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company RUCO 
Gallons Present Proposed % Recommended % 
Consumption Rates Rates Increase Rates Increase 

8.76 10.70 22.20% $ 8.76 0.00% 
1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

9.49 
10.56 
11.63 
12.99 
14.35 
15.72 
17.08 
18.44 
19.80 
21.46 
23.1 1 
24.76 
26.75 
28.74 
30.73 
32.72 
34.71 
36.70 
38.69 
40.68 
50.63 
60.58 
70.53 
80.47 
90.42 

100.37 
150.11 
199.85 

11.45 
12.82 
14.20 
15.86 
17.52 
19.18 
20.84 
22.50 
24.16 
26.06 
27.96 
29.86 
31.98 
34.10 
36.22 
38.34 
40.46 
42.58 
44.70 
46.82 
57.42 
68.02 
78.62 
89.22 
99.82 

11 0.42 
163.43 
216.43 

20.71% $ 
21.45% $ 
22.06% $ 
22.04% $ 
22.02% $ 
22.01% $ 
22.00% $ 
21.99% $ 
21.98% $ 
21.44% $ 
20.97% $ 
20.56% $ 
19.52% $ 
18.63% $ 
17.84% $ 
17.16% $ 
16.55% $ 
16.01% $ 
15.52% $ 
15.09% $ 
13.41% $ 
12.29% $ 
11.48% $ 
10.87% $ 
10.40% $ 
10.02% $ 
8.87% $ 
8.30% $ 

9.49 
10.56 
11.63 
12.99 
14.35 
15.72 
17.08 
18.44 
19.80 
21.46 
23.1 1 
24.76 
26.75 
28.74 
30.73 
32.72 
34.71 
36.70 
38.69 
40.68 
50.63 
60.58 
70.53 
80.47 
90.42 

100.37 
150.11 
199.85 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 



Schedule JMM-1 
Page 1 of 1 

EPCOR - Tubac Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended June 30,2013 Rate Design 

Monthly Usage Charge Present 

Meter Size (All Classes): 
5/8x3/4 Inch - Residential Low Income 
518x314 Inch 
314 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 
12 Inch 

N/A 
$ 24.7000 

24.7000 
74.1000 

144.3800 
230.5300 
461 .OOOO 
722.0000 

1,440.0000 
2,305.0000 
3,220.0000 
6,208.0000 

Commodity Charge - Per 1,000 Gallons 

58x314 and 3/4" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
10,001 to 20,000 gallons 
Over 20,000 gallons 

5/8x314 and 314" Meter (Commercial) 
First 20,000 gallons 
Over 20,000 gallons 

1" Meter (Residential. Commercial) 
First 35,000 gallons 
Over 35,000 gallons 

1.5" Meter (Residential, Commercial) 
First 85,000 gallons 
Over 85,000 gallons 

2" Meter (Residential. Commercial) 
First 150,000 gallons 
Over 150,000 gallons 

3" Meter (Residential. Commercial) 
First 175,000 gallons 
Over 175,000 gallons 

4" Meter (Residential. Commercial) 
First 250,000 gallons 
Over 250,000 gallons 

6" Meter (Residential. Commercial) 
First 350,000 gallons 
Over 350,000 gallons 

8" Meter (Residential. Commercial) 
First 900,000 gallons 
Over 900,000 gallons 

1 0  Meter (Residential. Commercial] 
First 1,500,000 gallons 
Over 1,500,000 gallons 

12" Meter (Residential. Commercial) 
First 2,250,000 gallons 
Over 2,250,000 gallons 

$ 1.9000 
3.0000 
4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

Company 
Proposed Rates 

$ 28.9435 
48.2391 
48.2391 

120.5978 
241.1955 
385.9128 
771.8256 

1,205,9775 
2.41 1.9550 
3.859.1280 
5,547.4965 

10.371.4065 

$ 5.3300 
6.8300 
8.1800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

RUCO 
Recommended Rates 

$ 19.8000 
33.0000 
33.0000 
82.5000 

165.0000 
2 6 4.0 0 0 0 
528.0000 
825.0000 

1,650.0000 
2,640.0000 
3,795.0000 
7,095.0000 

$ 3.4000 
4.9000 
6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 

6.6000 
8.8000 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Schedule JMM-2 

Typical Bill Analysis Without ACRM 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Increase Company Proposed Gallons Rates Rates Increase 

Average Usage 8,348 $ 46.44 $ 100.76 $ 54.31 116.94% 

Median Usage 5,000 36.40 77.89 $ 41.49 113.98% 

RUCO Recommended 

Average Usage 8,348 $ 46.44 $ 69.41 $ 22.96 49.44% 

Median Usage 5,000 36.40 53.00 $ 16.60 45.60% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

G a I I o n s Present 
Company RUCO 
Proposed % Recommended % 

Consumption Rates Rates Increase Rates Increase 
24.70 48.24 95.30% $ 33.00 33.60% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

26.60 
28.50 
30.40 
33.40 
36.40 
39.40 
42.40 
45.40 
48.40 
51.40 
55.40 
59.40 
63.40 
67.40 
71.40 
75.40 
79.40 
83.40 
87.40 
91.40 

121.40 
151.40 
181.40 
21 1.40 
241.40 
271.40 
421.40 
571.40 

53.57 
58.90 
64.23 
71.06 
77.89 
84.72 
91.55 
98.38 

105.21 
112.04 
120.22 
128.40 
136.58 
144.76 
152.94 
161.12 
169.30 
177.48 
185.66 
193.84 
240.74 
287.64 
334.54 
381.44 
428.34 
475.24 
709.74 
944.24 

101.39% $ 
106.66% $ 
111.28% $ 

113.98% $ 

115.92% $ 
116.69% $ 
117.37% $ 
117.97% $ 
117.00% $ 
116.16% $ 
115.42% $ 
114.78% $ 
114.20% $ 
113.69% $ 
113.22% $ 
112.80% $ 

112.75% $ 

115.02% $ 

112.42% $ 
112.08% $ 
98.30% $ 
89.99% $ 
84.42% $ 
80.43% $ 
77.44% $ 
75.11% $ 
68.42% $ 
65.25% $ 

36.40 
39.80 
43.20 
48.10 
53.00 
57.90 
62.80 
67.70 
72.60 
77.50 
84.10 
90.70 
97.30 

103.90 
110.50 
117.10 
123.70 
130.30 
136.90 
143.50 
187.50 
231.50 
275.50 
319.50 
363.50 
407.50 
627.50 
847.50 

36.84% 
39.65% 
42.11% 
44.01% 
45.60% 
46.95% 
48.11% 
49.12% 
50.00% 
50.78% . 
51.81% 
52.69% 
53.47% 
54.15% 
54.76% 
55.31% 
55.79% 
56.24% 
56.64% 
57.00% 
54.45% 
52.91% 
51.87% 
51.14% 
50.58% 
50.15% 
48.91% 
48.32% 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Schedule JMM-3 

Typical Bill Analysis With ACRM 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Increase Company Proposed Gallons Rates Rates Increase 

Average Usage 8,348 $ 53.57 $ 100.76 $ 47.18 88.08% 

Median Usage 5,000 42.10 77.89 $ 35.79 85.03% 

RUCO Recommended 

Average Usage 8,348 $ 53.57 $ 69.41 $ 15.83 29.56% 

Median Usage 5,000 42.10 53.00 $ 10.90 25.90% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Gallons Present 
Company RUCO 
Proposed YO Recommended % 

Consumption Rates Rates Increase Rates Increase 
28.26 48.24 70.70% $ 33.00 16.77% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

30.59 
32.91 
35.24 
38.67 
42.10 
45.52 
48.95 
52.38 
55.81 
59.23 
63.66 
68.09 
72.51 
76.94 
81.37 
85.80 
90.22 
94.65 
99.08 

103.51 
135.64 
167.78 
199.92 
232.05 
264.19 
296.33 
457.01 
61 7.69 

53.57 
58.90 
64.23 
71.06 
77.89 
84.72 
91.55 
98.38 

105.21 
112.04 
120.22 
128.40 
136.58 
144.76 
152.94 
161.12 
169.30 
177.48 
185.66 
193.84 
240.74 
287.64 
334.54 
381.44 
428.34 
475.24 
709.74 
944.24 

75.14% $ 
78.95% $ 

83.76% $ 
85.03% $ 
86.10% $ 
87.02% $ 
87.82% $ 
88.53% $ 
89.15% $ 
88.84% $ 
88.58% $ 
88.35% $ 

87.96% $ 
87.79% $ 

82.25% $ 

88.14% $ 

87.64% $ 
87.51% $ 
87.39% $ 
87.27% $ 
77.48% $ 

67.34% $ 
64.38% $ 
62.13% $ 
60.38% $ 
55.30% $ 
52.87% $ 

71.44% $ 

36.40 
39.80 
43.20 
48.10 
53.00 
57.90 
62.80 
67.70 
72.60 
77.50 
84.10 
90.70 
97.30 

103.90 
11 0.50 
117.10 
123.70 
130.30 
136.90 
143.50 
187.50 
231 5 0  
275.50 
319.50 
363.50 
407.50 
627.50 
847.50 

19.00% 
20.92% 
22.58% 
24.39% 
25.90% 
27.19% 
28.29% 
29.25% 
30.09% 
30.84% 
32.11% 
33.21% 
34.18% 
35.04% 
35.80% 
36.49% 
37.10% 
37.66% 
38.1 7% 
38.64% 
38.23% 
37.98% 
37.81% 
37.68% 
37.59% 
37.52% 
37.31 Yo 
37.20% 
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Test Year Ended June 30,2013 

Monthly Usage Charge Present 

Rate Design 

Company RUCO 
Proposed Rates Recommended Rates 

Commodity Charge - Per 1,000 Gallons 

Large Commercial $ 2.2800 

Effluent $ 0.6991 

Meter Size (All Classes): 
Residential (per ERU) $ 56.5500 
Commercial (per ERU) 56.5500 
Public Authority (per ERU) 56.5500 
Large Commercial 72.8900 

$ 3.3060 $ 2.8614 

$ 0.6991 $ 0.6991 

$ 81.9975 
81.9975 
81.9975 

105,6905 

$ 70.9703 
70.9703 
70.9703 
91.4770 

Schedule JMM-1 
Page 1 of 1 
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Test Year Ended June 30,2013 

Schedule JMM-2 

Typical Bill Analysis 
Residential 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 1,436 $ 56.55 $ 82.00 $ 25.45 45.00% 

Median Usage NIA NIA NIA NIA NIA 

RUCO Recommended 

Average Usage 1,436 $ 56.55 $ 70.97 $ 14.42 25.50% 

Median Usage NIA NIA N/A NIA NIA 

Present & Proposed Rates (Without Taxes) 
Residential 

Gallons Present 
Company RUCO 
Proposed % Recommended % 

Consumption Rates Rates Increase Rates Increase 
$ 56.55 $ 82.00 45.00% 5 70.97 25.50% 

1.000 56.55 82.00 45.00% S 70.97 25.50% 
2,000 
3,000 
4,000 
5.000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1.000 
12,000 
13.000 
14.000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35.000 
40,000 
45,000 
50,000 
75,000 

100,000 

56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 

82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 

45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 

70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 
70.97 

25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
25.50% 
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EXECUTIVE SUMMARY - SURREBUTTAL 

The Residential Utility Consumer Office (“RUCO”) has reviewed EPCOR 
Water Arizona Inc.’s (“EWAZ” or “Company”) rebuttal testimony. I will address 
the Company’s rebuttal issues relating to operating income, revenue 
requirement, and rate design testimonies. Mr. Ralph Smith will address the 
Company’s rebuttal issues related to corporate expense allocations. Mr. 
Timothy Coley will address the Company’s rebuttal issues related to rate 
base. Mr. Frank Radigan will address the Company’s rebuttal issues related 
to post-test year plant, and Mr. Robert B. Mease will address the Company’s 
rebuttal issues related to cost of capital, and the System Improvement 
Benefit (“SIB”) Mechanism. 

The following are the Company’s and RUCO’s proposed rate base and 
adjusted operating income positions as filed in its direct, rebuttal, and 
surrebuttal testimonies. 

The following tables present the required gross revenue increase as filed 
by the Company and RUCO in their direct, rebuttal, and surrebuttal 
testimonies. 

... 
Ill 
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The Company is requesting a rate of return of 6.81 percent in its rebuttal 
testimony on its fair value rate base ("FVRB"). RUCO in proposing a rate 
of return of 6.09 percent on the FVRB. 

iv 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 
4. 

Q. 

9. 

Please state your name for the record. 

My name is Jeffrey M. Michlik. 

Have you previously filed testimony regarding this docket? 

Yes, I have. I filed direct testimony in this docket on January 23, 2015. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal positions, 

proposals and comments pertaining to the adjustments RUCO 

recommended in direct testimony. In addition, my surrebuttal testimony will 

also include additional adjustments that RUCO is now recommending. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony will address RUCO’s recommended rate base, 

operating income, revenue requirement, and rate design. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is presented in three sections. Section I 

addresses surrebuttal operating income adjustments, Section II rate design, 

and Section 111 addresses adjustor mechanisms. 

Please identify the schedules that you are sponsoring in RUCO’s 

surrebuttal testimony. 

I am sponsoring RUCO surrebuttal schedules I, 2 and 17 through 33 with 

the exception of 24. 

RUCO recommend 11 operating adjustments in its direct testimony, and 

I 
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recommends 12 operating adjustments in its surrebuttal testimony. Most of 

RUCO's operating adjustments were discussed in RUCO's direct testimony, 

however, where appropriate RUCO has added new or additional comments. 

Q. Can you please identify the operating income adjustments along with 

the dollar amounts that RUCO is recommending? 

Yes, please see the table below that summarizes RUCO's recommended A. 

operating income adjustments: 

'roperty Tax Expense 273 2,503 (1,091) 2,821 1,209 
Adjustment No. 11 

Income Tax Expense (376,738) (332,859) (404,055) (65,124) (28,107) 
Adjustment No. 12 

27,687 (2,944 18,653 (783) (1,318) Surrebuttal 
Total Operating 

Adjustments 1 - 12 $420,504 $448,683 $551,013 $70,553 $22,506 
RUCO Adjusted 

Operating Income 

(Rounded) $836,769 $2,642,407 $1,394,711 ($61,238) $113,303 

2 
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I. OPERATING INCOME SURREBUTTAL ADJUSTMENTS 

Operating Income Adjustment No. 1 - Annualizations 

2. 

4. 

3. 

4. 

3. 

4. 

Did you address RUCO's adjustment to Annualizations by using the 

test year-end number of customers to annualize revenues? 

Yes. 

Do you have anything additional to add to your surrebuttal testimony? 

Yes. 

The Company has stated that the Commission in the past has 

approved the Company's use of annualizing revenues by using the 

test year average number of Customers. Please comment.' 

That is true, however RUCO did not challenge that position in the past, as 

the annualizations appeared reasonable. RUCO is challenging that position 

now, because of the significant changes it has on the test-year revenues as 

presented below: 
"_ I-_._I_I_x__I_IIx--I-l"~-- I 

Company Average 
Customer Annualization Annualization Adjustment to 

RUCO End of Test Year 
1 

--__I 

i 1 
I. _I - _I - _I ~ 

I 

I See the Direct Testimony of Company Witness Sandra L. Murrey page 10, line 12, in this 
jocket. 

3 
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111111_111111 

Rates Commercial Annualization to Present Rates 

Q. 

A. 

Q. 

A. 

Did EPCOR and its predecessor Arizona-American Water Company 

use the same average customer count methodology as Mr. Bourassa 

has used in this case? 

No. 

Did the Company use an average customer count to pro-forma its 

annualizations in the Chaparral City Water Case? 

Yes, and the results are shown below: 

Q. 

A. 

Q. 

A. 

Are you suggesting that a Company cannot have negative customer 

ann u a I iza ti o ns? 

No. However, the Company should be able to explain, why they have 

negative customer annualizations. For example, during the housing market 

crash in 2009, it makes sense that there would be negative annualizations 

due to the fact that houses were foreclosed on. 

The Company now makes the argument that seasonality exists to 

justify its support of the average customer count annualization 

methodology ? 

Yes. However, the Company has not provided any evidence just a blanket 

statement. It should also be noted that the Company is using a test-year 

end of June 30, 2013. Any seasonality effects as a result of snow birds 

coming to Arizona in the winter months have been eliminated, and 

4 
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conversely any seasonality effects related to customers moving in 

December have also been eliminated. 

Q. 

A. 

Has the Commission addressed the issue of average customer 

annualizations and end of year test-year annualizations? 

Yes in Decision No. 72059 (dated January 6,201 

were reversed. 

in that case the roles 

RUCO argued for an average customer count. “The test-year end customer 

count was approximately 350 fewer customers in December than in the 

month of June. This appears to be the result of seasonality rather than a 

mass exodus from RRUl’s certificated area.” 

The Company’s consultant Mr. Bourrassa argued to use the end of the test 

year customer count to annualize test-year revenue. 

The Commission ultimately ruled the “relatively minor adjustment to test 

year revenues results from the standard ratemaking practice of 

annualizing revenues based on end of the test year customer 

numbers. We are not persuaded that there is reason in this case to 

deviate from this pra~tice.”~ 

~ ~~~ 

Docket No. WS-02676A-09-0257. 
See the Summary Testimony of Timothy J. Coley in Docket No. WS-026267A-09-0257, RIO 

Utility Inc. 
See Decision No. 72059 page 13, line 20. 

Rico 
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In Conclusion, Decision No. 72059 supports the use of annualizing 

revenues based on end of the test year customer numbers. The 

methodology Mr. Bourassa has used in the past. 

Q. 

A. 

Does RUCO agree with Mr. Bourassa’s statement on page 4 of his 

rebuttal testimony in which he states “It is assumed that the year-end 

number of customers is the number of customers expected on a going 

forward basis”? 

Yes, and that is what RUCO has done. 

Operatinq Income Adjustment No. 2 - Reverse Declininq Usage Adjustment 

Q. 

4. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did you address RUCO’s adjustment to reverse the Company’s 

declining usage adjustment in your direct testimony? 

Yes. 

1s there anything you would like to add? 

Yes. 

Does the State of Arizona use a historic Test Year? 

Yes, that allows for pro-forma adjustments. Companies can make pro-forma 

adjustments to actual test year results and balances to obtain a normal or 

more realistic relationship between revenues, expenses and rate base, 

based on the known and measureable costs. 

How does the Arizona administrative code define projections? 

R14-2-103(3) K “Projections” -- Estimate of future results of operations 

based upon known facts or logical assumptions concerning future events. 

6 
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Q. 
4. 

Q. 
4. 

Are customer usage patterns in future years known and measureable? 

No. As explained in my direct testimony, based on past data the Company 

has projected these patterns into the future. This is similar to what other 

states use to forecast projected test years. 

That is why I believe, Staff was careful in its adjustment based on known 

and measureable usage after the test year in the Chaparral City Water 

Company case, and which the Commission cited in its Decision: 

“Staff agrees that a declining usage adjusfment is appropriate in this case, 

but not for the same reasons as the Company. Staffs agreement is based 

not on the Company’s analysis of the three years prior to the test year, but 

on data provided to Staff by the Company which showed that 

consumption patterns continued to change during the post test year 

period. Staff states that its recommendation to adopt the declining usage 

adjustment is based on a known and measurable change to the test year 

usage levels, and not on events that predate and are already reflected in 

test year results. 

For the reasons provided by Staff, the declining usage adjustments 

proposed by the Company are reasonable and will be adopfed.’15 

Did Staff accept the Company’s declining usage adjustment? 

Yes, but Staff gave no explanation for accepting the Company’s adjustment. 

j See Decision No. 74568 
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Q. 

A. 

Q. 

A. 

Q. 

4. 

On page 4 of 27 of Mr. Bourassa’s rebuttal testimony, Mr. Bourassa 

testified that the “declining usage adjustment is similar to a revenue 

annualization adjustment in which revenues are adjusted (typically 

upward) based upon the year end number of cusfomers.” Do you 

agree? 

No, not even close. In order to make annualizations consistent with Mr. 

Bourassa declining usage methodology we would have to go back to the 

last rate case, find the average number of customers for each customer 

class and then measure the increase or decrease in the number of 

customers in the current case. For example, the average number of 5/8 x 

314 customers in the Mohave Water District in its last rate case was 14,309 

and the average number of customers in this case 14,634, an increase of 

2.3 percent. The 2.3 percent increase would then be added to test-year 

revenue; and then the rate design would have to have been adjusted to 

project the increase to future years. As we would assume this increase 

would continue into the future. 

Did RUCO make a projection of customer annualizations into the 

future years as the Company has done with declining usage? 

No, RUCO will wait for a legal outcome in this case, as to whether a historic 

test year still applies. 

Please comment on Mr. Bourassa’s statement on page 4, line 25 of his 

Rebuttal Testimony that i f  a Plan of Administration is adopted it 

should work both ways. 

I’m not saying that RUCO would agree, but if Mr. Bourassa wants it to work 

both ways he should have proposed an adjustor mechanism. 

8 
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Operatinq Income Adjustment No. 3 - Add Central Arizona Project charqes 

to Base Rates 

Q. Did you address RUCO’s adjustment to include Central Arizona 

Project Charges in base rates for both the Sun City Water District and 

Paradise Valley Water District and the compliance requirements 

ordered by the Commission in your direct testimony? 

A. Yes. 

Q. 

A. 

Do you have anything additional to add to your surrebuttal testimony? 

Yes, Staff addressed the issue of non-compliances in their rate design 

testimony as follows: 

“Paradise Valley Water District’s Cap Surcharge 

Q. 

A. 

Q. 

A. 

What did the Commission order with regards to Paradise Valley Water 

District‘s CAP surcharge? 

Per Decision No. 72208, the Commission ordered Paradise Valley Water 

District in its next rate application to file “the inclusion in base rates of the 

CAP capital and delivery charges and the elimination of the CAP 

surcharge ”. 

What did the Company propose? 

The Company requested to retain the CAP surcharge, but did not 

specifically comply with the Commission’s directive. 

9 
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Q. 

4. 

Q. 

A. 

What does Staff recommend? 

Staff certainly believes the non-compliance issue needs to be addressed. 

However, the cost of CAP water charges change every year. Staff believes 

it is more appropriate to keep the surcharge the way it is, ie., retaining the 

CAP surcharge for Paradise Valley Water District. 6” 

Staff made the same recommendation for the Sun City Water District. 

Was the issue as simple as the Company not filing compliance reports 

as indicated by Mr. Landerking in his direct testimony? 

No, the part that Mr. Landerking left out was that Staff was also concerned 

that the Company, then Arizona-American Water Company, in its Paradise 

Valley Water District had also included charges that were not authorized in 

the prior commission decision (see attachment A). 

However, it appears Staff no longer has that concern. 

Similarly, a few months later Staff was concerned that the Company then 

Arizona-American Water Company in its Sun City Water District had over- 

collected $71 0,046 as of August 201 0. Also the Sun City West Water District 

which is not part of this rate case filing had an over-collected amount of 

$228,079 as of August 2010 (see attachment B). 

Staff very clearly stated in the Staff report: 

j See the direct testimony of Staff witness Phan Tsan, page 14, line 6. 
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“Staff believes that, in its next rate application filed for the Sun City Water 

District and Sun City West Water District, the Company should include the 

CAP capital cost and delivery charges and the offsetting replenishment 

credits in its base rates, thereby eliminating the need for the GSF surcharge 

in the future.” 

Apparently Staff no longer has these concerns either. 

Q. 

A. 

Q. 

4. 

Q. 

A. 

Has the $71 0,046 or $228,079 ever been refunded to ratepayers? 

I do not know. 

Please comment on Mr. Landerking’s statement that the Commission 

recently approved a CAP surcharge mechanism for Chaparral City 

Water Company. 

That is true. However, the information cited above was not part of the 

record in that case. Only that the Company had similar CAP surcharges 

in some of its other districts, but there was no mention from the Company 

that the Commission had adopted Staffs recommendations that the CAP 

surcharges be eliminated in the Company’s next filing. 

Are you an Attorney? 

No. 
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Q. 

A. 

Q. 

A. 

However, you are familiar with the Commission process for correcting 

errors in prior decisions? 

Yes. If the Commissioners believe there is an error or mistake in a prior 

decision based on new information, then the Commission can correct a prior 

decision under Section 40-252. 

Do you believe there was a mistake made by Mr. Darron Carlson (the 

originator) or Mr. Steven Olea (the reviewer) when they submitted 

Staffs reports regarding the CAP surcharge and recommendations 

that were approved by the Commissioners’ in those two decisions? 

No. To be honest RUCO is at a loss on how Commission Staff can override 

two prior Commission decisions based on recommendations they provided 

to the Commission. 

Operating Income Adjustment No. 4 - Remove APS Estimated Power Costs 

Q. 

A. 

Q. 
A. 

Did you address RUCO’s adjustment to remove estimated power costs 

in your direct testimony? 

Yes. 

Do you have anything additional to add to your surrebuttal testimony? 

Although RUCO opposes the Company’s Power Cost Adjustment 

Mechanism (“PCAM”), which will be discussed later, if the Commission is 

inclined to give the Company a PCAM, there is no need for this adjustment, 

as the Company would automatically pass all of the power increases to its 

ratepayers. 
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Operating Income Adjustment No. 5 - Remove ACRM Surcharge and 

Deferred O&M Charges 

3. 

4. 

3. 

4. 

2. 

4. 

2. 

4. 

Did you address RUCO’s adjustment to remove the ACRM Surcharge 

and Deferred O&M charges in your direct testimony? 

Yes. 

Have you read the rebuttal testimony of Shawn Bradford and Sandra 

L. Murrey on the issue of the ACRM Surcharge and Deferred O&M 

charges? 

Yes. 

Has Mr. Bradford provided an alternative to the recovery of the 

$101,712 of Deferred O&M Charges related to Arsenic Media?7 

Yes. The Company has proposed recovery of the Deferred O&M charges 

through a surcharge. The Company proposes 50 percent of the surcharge 

will be collected through a fixed component and 50 percent will be collected 

through a commodity component on the customer’s bill. The Company 

proposes a three year period to collect these charges. 

What is RUCO’s opinion? 

RUCO is agreeable to the Company’s proposal provided that the Company 

files a yearly compliance report showing the amount of surcharges collected 

and the amount to be collected on a yearly basis, and that the Company 

files a final report showing that the Deferred O&M charges of $101,712 have 

been fully recovered. Second RUCO considers this the Company’s ACRM 

See the Rebuttal Testimony of Company Witness Shawn Bradford page 3, line 12. 

13 
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Step-Two mechanism, and the Company should not ask for an additional 

ACRM Step-Two mechanism in the future for its Tubac Water District, 

unless it puts in another Arsenic Treatment plant. 

Q. 

A. 

Q. 

A. 

Do you agree with the Company’s proposal not remove the ACRM 

Step-One ACRM?8 

No. The effects of the ACRM surcharge can be shown in the typical bill 

analysis. This should not be used as an excuse by the Company to over- 

collect on its Step-One ACRM charges, which have now been rate based. 

What is RUCO’s recommendation? 

Based on new information submitted by the Company to RUCO, and to 

lessen disputes between the parties RUCO has removed this adjustment, 

see RUCO Schedule-I5 for the Tubac Water District. RUCO agrees with 

the Company that it should be able to collect the $101,712 in deferred costs 

related to arsenic media over a three year period through a surcharge. 

Operating Income Adjustment No. 6 - Corporate Allocation Expense 

Please See the Surrebuttal Testimony of Ralph Smith. 

Operating Income Adjustment No. 7 - Adiust Rate Case Expense 

Q. Did you address RUCO’s adjustment to rate case expense in your 

direct testimony? 

A. Yes. 

See the Rebuttal Testimony of Company Witness Sandra L. Murrey on page 14, line 19. 
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Q. 

A. 

Q. 

A. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. 

Is RUCO allowed to charge the Company for the numerous hours it 

has had to work with the Company in order to correct its plant 

schedules? 

No, and RUCO did not factor this into its rate case expense determination, 

if it had RUCO’s recommended amount would be much less or negative. 

Operating Adjustment No. 8 - Reverse Tank Maintenance Expense 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did you address RUCO’s reversal of the Company’s Tank Maintenance 

Expense in your direct testimony? 

Yes. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. 

Do the Tank Maintenance Expense costs presented in Table 4. Tank 

Maintenance spent by District included in Mr. Stuck’s rebuttal 

testimony match the costs given to RUCO in data request No. 16.01 

from the Company’s general ledger? 

No. 

Does RUCO have any new concerns? 

Yes. Mr. Stuck has stated that in 2018 that the Company plans to expend 

$432,000 in tank maintenance expenses for the Havasu Water District. If 

the Company were to file a rate case using a 2018 test year, the Company 

15 
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could claim $432,000 as the going forward expense for tank maintenance 

expense. Any amounts less than the $76,320 approved annually for the 

Havasu Water District in Commission No. 73145 would be pocketed by 

the Company, as there is no true-up, and no recovery for ratepayers as 

the Company could say that this is retro-active ratemaking. 

This reinforces RUCO’s recommendation that if the Commission is 

inclined to have customers pre-pay for tank maintenance expense then it 

be properly tracked separately and any ratepayer money over-collected at 

the end of some future period in this case 14 years be refunded to 

ratepayers with interest. 

Operatinq Adjustment No. 9 - Depreciation Expense 

Q. Did you address RUCO’s depreciation Expense in your direct 

testimony? 

A. Yes. 

Q. 

A. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. Any changes that RUCO has made to its plant adjustments will flow 

through to RUCO’s depreciation expense. 

Operating Income Adjustment No. 70 - Property Tax Expense 

Q. Did you address RUCO’s Property Tax Expense in your direct 

tes ti m o n y ? 

A. Yes. 

16 
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Q. 

A. 

Do you have anything additional to add in your surrebuttal testimony? 

Yes. RUCO uses the most current property tax assessment rates on a 

going-forward basis, while the Company uses outdated property tax 

assessment rates. 

Operating Income Adjustment No, I1  - Income Tax Expense 

Q. Did you address RUCO’s Income Tax Expense in your direct 

testimony? 

A. Yes. 

Q. 

A. No. 

Do you have anything additional to add in your surrebuttal testimony? 

11. Rate Desiqn 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Has RUCO prepared a summary of the Company’s present rates, 

proposed rates, and RUCO’s surrebuttal recommended rates for the 

Company? 

Yes, see RUCO Surrebuttal Schedule 31. 

Did RUCO prepare a typical bill analysis for a 518 x 314 inch customer 

based on its surrebuttal testimony? 

Yes. Please see RUCO Surrebuttal Schedule 32. 

Did you prepare a typical bill analysis for a 518 x 3/4 inch customer 

which takes into account the effects of ACRM Step-One and ACRM 

S te p-Two surcharge? 

Yes. Please see RUCO Surrebuttal Schedule 33. 

17 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Does the Company’s rate design for the Paradise Valley Water District 

contain bill cross-over issues? 

Yes. 

What do you mean by cross-over issues? 

A cross-over issues occur when a larger sized meter customer pays less 

than a smaller sized metered customer. 

Have you graphed the results of RUCO’s rate design and the 

Company’s rate design for the Paradise Valley Water District? 

Yes. Exhibit 1 shows there are no cross-over issues with RUCO’s rate 

design. Exhibit 2 shows there are multiple cross-over issues with the 

Company’s rate design, rendering it useless. 

Does this surprise RUCO? 

Yes, since Mr. Bourassa described these as serious flaws to rate design 

(see Attachment C). 

111. Adjustor Mechanisms 

Power Cost Adjustment Mechanism (“PCAM”) and Affordable Care Act 

Adjustment Mechanism YACAM’7 

Q. Did you address these two new adjustor mechanisms in your direct 

testimony? 

4. Yes. 

Q. 

4. Only on the PCAM. 

Do you have anything additional to add in your surrebuttal testimony? 

18 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 
4. 

Is this just an example of another one sided adjustor that both Staff 

and the Company want the Commission to approve? 

Yes. Mrs. Hubbard in her direct testimony boasts about how the Company 

has lowered its usage through energy efficiency  program^.^ 

Do Staff and the Company want to pass these energy efficiency 

programs that lower costs through lowered usage of power to 

rate pa ye rs? 

No, the Company and Staff want to pass on the cost of new rates to 

ratepayers and not any of the lowered costs gained through energy 

efficiency programs. So any efficiencies gained are pocketed by the 

Company and not the ratepayer. 

Does your silence on any of the issues, matters or findings addressed 

in the testimony of any of the witnesses for the Company constitute 

your acceptance of their positions on such issues, matters or 

findings? 

No. RUCO limited its discussion to the specific issues outlined above, 

RUCO’s lack of response to any issue in this proceeding should not be 

construed as agreement with the Company’s position in its rebuttal 

testimony; rather, where there is no response RUCO relies on its original 

direct testimony. 

Does this conclude your surrebuttal testimony? 

Yes. 

See the Direct Testimony of Company Witness Sheryl Hubbard, page 6, line 23 in this docket. 
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ORIGINAL 
TO: 

FROM: 

DATE: 

RE: 

Docket Control ioiu A P R ~ O  A 9: I O  
Arizona Corporation Commissip 

Director 

April 30,201 0 

DOCKET NO. W-01303t98-0507, STAFF RESPONSE TO ARIZONA-AMERICAN 
WATER COMPANY’S FILING ITS CAP SURCHARGE CALCULATION FOR 
YEAR 2010, RECEIVED MARCH 9,2010. 

On March 9, 20 IO, Arizona-American Water Company (“Company”) filed its Central 
Arizona Project (:‘CAP”) surcharge calculation for its Paradise Valley Water Division, in 
accordance with Decision No. 61831 (July 20, 1999). Under the terms of that Decision, the 
Company is required to file an annual true-up of its CAP surcharge. That Decision firther 
contemplated that Staff would review and approve the calculation of the CAP surcharge. 

On April 7,2010, Staff filed a notice indicating that it had reviewed the Company’s filing 
and had some concerns with the surcharge calculation. Accordingly, Staff could not approve the 
surcharge calculation at that time, and the Company was thereby notified that it should not begin 
collection of the new surcharge amount. 

Staff notes that the Company has failed to file the required annual true-up of its CAP 
surcharge since 2006, but has continued to collect the surcharge amount calculated at that time, 
Further, in addition to the regular CAP surcharge amount, the Company seeks to recover, over 
the next three pears, an amount in excess of one million dollars that it claims was an under 
recovery for the years 2006,2007,2008, and 2009. 

The Company asserts that Decision No. 68858 (July 28, 2006) authorized it to transfer 
power cost savings reimbursed by Motorola from the surcharge calculation to calculations in 
base rates. Staff does not agree. Staff finds no discussion of this issue in the Decision and 
concludes that the Commission did not authorize any such transfer. 

Further Staff finds that the Company has included unauthorized new charges in its 
calculation of the surcharge. The CAP - Tonopah Desert Recharge Facility fee which began in 
2007 and has been recorded at $25,848 per year was not authorized to be included in the CAP 
surcharge. Staff believes the surcharge should reflect only the M&I charges and the related 
savings. Arizona Corporation Commission 

DOCKETED 
APR 3 0 2010 
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Staff recommends that the Company re-file its calculation of the CAP surcharge for 2007, 
2008 and 2009 to reflect the then current M&I charges and the appropriate power savings and 
fees savings accordingly. 

Staff further recommends that the Company file its annual true-up on December 1st of 
each year as per Decision No. 61 83 1. If there is an under recovery due to the Company’s failure 
to timely update the surcharge, it shall forfeit any under recovev that may occur in the future. 

Staff further recommends that the authorized CAP surcharges be reviewed in the next 
rate case for the Paradise Valley Water Division and consider the feasibility of including the 
future M&I costs in base rates and eliminating the CAP surcharges permanently. 

SM0:D WC: tdp 

Originator: Darron Carlson 
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ATTACHMENT B 



RE: M THE MATTER OF THE APPLICATION OF ARIZONA-AMERICAN WATER 
COMPANY, AN ARIZONA CORPORATION, FOR ADJUSTMENTS TO ITS 
GROUJDWATER SAVINGS FEE FOR UTILITY SERVICE IN ITS SUN CITY 
WATER DISTRICT AND ITS SUN CITY WEST WATER DISTRICT (DOCKET 
NOS. W-01656A-98-0577 AND WS-02334-4-98-0577) 

I. Introduction 

Pursuant to Decision No. 62293 (February 1, 2000), Arizona-American Water Company 
( “ A z - ~ ”  or “Company”) filcd an application on September 24, 2010, with the Arizona 
Corporation Commission (“Commi~sion~~) revising its Groundwater Savings Fee (”GSF”) 
surcharge rate. The GSF surcharge rate requested for the Sun City Water District is a credit of 
($0.8325) per household per month for residential customers and a credit of ($0.0590) per 1,000 
gallons for all usage for commercial, public authority, and irrigation customers. The GSF 
surcharge rate requested for the Sun City West Water District is a credit of ($0.1245) per 
household per month for residential customers and a credit of ($0.01 3 1) per 1,000 gallons for all 
usage for commercial customers. These amounts are to be effective as of November 1, 2010, 
and run for one year to offset the over-collected balances that have accumulated less the 
estimated Central Arizona Project (“CAP”) 201 1 costs. 

The Sun City Water District over-collection amounts to $710,046 (as of August 2010) 
aqd is offset by its 2011 estimated C A P  costs of $337,913 resulting in an estimated over- 
collected balance of $372,133 that the requested GSF credit is intended to cover. The Sun City 
West Water District over-collection amounts to $228,079 (as of August 2010) and is offset by its 
201 1 estimated CAP costs of $191,341 resulting in an estimated over-collected balance of 
$36,738 that the requested GSF credit is intended to cover. 

The current GSF surcharge for the Sun City Water District is $1.565 per household per 
month for residential customers and $0.1 192 per 1,000 gallons for all usage for all users other 
than residential. The current GSF surcharge for the Sun City West Water District is $1 39.58 per 
household per month for residential customers and $0.1 740 per 1,000 gallons for all usage for 211 
users other than residential. These current rates haye been ill cffect since December 1, 2005. 
Although Decision No. 62293 indicated that the Company was to file an annual revisionlupdate 
of the GSF surcharge by November 1 of each year to become cffcctive the following 
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Dcccmbcr 1, thc Company failed to revise the GSF surcharge since November 1,2005, resulting 
in rhc current rate effective December I , 2005. 

11. Background 

On October 1, 1998, Az-Am filed with the Commission an application for approval of a 
CAP water utilization plan, authorization of a groundwater savings fee, and recovery of CAP 
expenses. Decision No. 62293 authorized the current calculation melhodology which allows the 
Company to collect its current CAP capital and delivery charges and offsets those expenses with 
groundwater replenishment credits. For the first five years of the GSF surcharge there was an 
additional charge attributed to deferred CAP charges. These deferred charges, having now been 
fully collected, are no longer a component of the current GSF surcharge calculation, 

The Commission established the GSF surcharge to aid the Company in its efforts to 
utilize renewable sources of water and minimize its use of ground water. 

111. Calculation of GSF Surcharge 

The Company was to file annual revisions/updates of the GSF surcharge and did SO 
regularly for the first five years. However, the Company has failed to file an update of the GSF 
surcharge since Novembcr 1 , 2005, resulting in the previously described over-collections. 

The Company’s application indicates that the requested GSF surcharge credit rates 
should eliminate (or substantially reduce) thc over-collected balances within a 12-month period. 
The Company requests that the new surcharge credit rates become effcctive November 1,2G 1 0. 

Staff finds the Company’s requested GSF surcharge credit rates acceptable. All 
residential customers in the Sun City Water District will experience a $2.3975 reduction in their 
monthly bill. All residential customers in the Sun City West Water District will experience a 
$1.7203 reduction in their monthly bill. 

Staff believes that, in its nest rate applications filed for the Sun City Water District and 
the Sun City West Water District, the Company should include the CAP capital cost and delivery 
charges and the offsetting rcplcnishrnent credits in its basc rates, thereby eliminating the need for 
the GSF surcharge in the future. 

XV. ConcJusions and Recommendations 

Staff concludes that authorization of the GSF surcharge credit rates is appropriate. 

Staff rccoinincnds approval of the GSF surcharge credits as describcd herein, to be 
effective November 1 2010. 

I 
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Staff further recommends that the Company be ordered to incorporate in its next rate 
applications filed for the Sun City Water District and the Sun City West Water District, a 
description of how to include in base rates the CAP capital and delivery charges along with the 
offsetting replenishment credits and the elimination of the GSF surcharge. 

Staff hrther recommends that the Company notify its customers of the GSF surcharge 
tariff approved herein by December 15,2010. 

Director 
Utilities Division 

SM0:DWC:lhmUFW 

ORIGINATOR: Darron W. Carlson 
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FENNEMORE CRAIG, P.C. 
Jay L. Shapiro (No. 014650) 
Todd Wiley (No. 0 153 5 8) 
2394 E. Camelback Road 
Suite 600 
Phoenix, Arizona 850 16 
Attorneys for Liberty Utilities (Litchfield Park Water & Sewer) Corp. 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE 
APPLICATION OF LITCHFIELD PARK 
SERVICE COMPANY, AN ARIZONA 
CORPORATION, FOR A 
DETERMINATION OF THE FAIR 
VALUE OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR DJCWASES IN 
ITS WATER RATES AND CHARGES 
FOR UTILITY SERVICE BASED 
THEREON. 

IN THE MATTER OF THE 
APPLICATION OF LITCHFIELD PARK 
SERVICE COMPANY, AN ARIZONA 
CORPORATION, FOR A 
DETERMINATION OF THE FAIR 
VALUE OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN 
ITS WASTEWATER RATES AND 
CHARGES FOR UTILITY SERVICE 
BASED TWEREON. 

DOCKET NO: W-O1427A-13-0043 

DOCKET NO: SW-01428A-13-0042 

REBUTTAL TESTIMONY OF 
THOMAS J. BOURASSA 

RATE BASE, INCOME STATEMENT AND RATE DESIGN 

October 23,2013 
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FENNEMORE CRAIG 
A PUOlkSSlOlAL CQI?OUTIOW 

P R O J * L X  

Q. 

A. 

Q* 

A. 

Q* 
A. 

FROM A BIG PICTURE VIEWPOINT, DOES THE STAFF AND/OR RUCC 

RATE DESIGN APPEAR REASONABLE? 

No. Staff recommends an overall revenue increase of approximately 10 percent 

yet the average customer bill impact for the largest customer class (3/4 inci 

residential) will decrease. The same is true for RUCO. RUCO recommends a 

overall revenue increase of approximately 10 percent, yet the the average custome 

bill impact for the largest customer class (314 inch residential) Will also decrease 

That means that water is becoming cheaper for the average 3/4 inch residentia 

customer (the largest customer class) even though Staff is recommending ar 

overall rate increase. This is not reasonable, as I explain below, because of the risk 

it puts on the Company. It also sends the anti-conservation message that water is 

getting cheaper, as I also discuss in more detail below. 

a. Billiw Cross Over Issue 

PLEASE EXPLAIN IN MORE DETAIL THE SERIOUS FLAWS IN THE 

STAFF AND/OR RUCO RATE DESIGNS YOU MENTIOIWD EARLLER? 

Let’s start will the billing cross-over issue. Both the Staff and RUCO proposed 

rate designs produces circumstances where there are cross-overs in the bill amounb 

between customer classes. 

WHAT DO YOU MEAN BY “CROSS-OVERS,” RIR BOURASSA? 

This phrase describes a situation where a customer on a larger meter size will pay 

less than a customer on a smaller meter size at a given level of water usage. 

In designing rates, we should generally try to avoid rate designs that create these 

situations. Customers may pay the same amounts at certain levels of usage, but not 

less. If a water conservation pricing message is to be consistent, then customers at 

higher usage levels should not pay less than others for the same amount of water 

usage. 
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FENNEMORE CRAIG 
A P n W r m W A L  COpIOP*TiOX 

PUOIIOI 

Q. 
A. 

Q* 

A. 

Q* 

A. 

THANK YOU. PLEASE CONTINUE. 

An example of where a cross-over OCCUTS under the Staff rate design is for a 1 inch 

meter commercial customer and a % inch residential customer. A 1 inch non- 

residential customer will pay less than a % inch residential customer starting at 

between 20,000 and 25,000 gallons and above under the Staff rate design. 

At 25.000 gallons the 1 inch non-residential customer pays $71.43 and the % inch 

residential customer pays $81.80; $10.37 less. 

DO YOU HAVE AN EXHIBIT SHOWING OCCURANCES OF THESE 

CROSS-OVERS UNDER THE STAFF RATE DESIGN? 
Yes. Attached hereto as Rebuttal Exhibit TJB-RBI, are charts of the bill amounts 

for various customer classes under all the parties’ rate designs. At page 1 of the 

exhibit is a chart for the Company rate design. At page 2 of the exhibit is a chart 

for the Staff rate design. At page 3 of the exhibit is a chart for the RUCO rate 

design. The exhibit shows that there are a number of instances where customers on 

larger meter sizes will see a lower bill than customers on smaller meter sizes under 

both the Staff and RUCO rate designs. There are no instances of bill cross-over 

under the Company’s rate design. 

b. Customers Pay Less for Water Under the Staff and RUCO 
rates - 

PLEASE EXPLAIN IN MORE DETAIL THE FLAW THAT CUSTOMERS 
WILL PAY LESS UNDER THE STAFF/AM)/OR RUCO RATES. 

Staff and RUCO rate designs produces circumstances where a customer will pay 

less under their proposed rates than they currently do. For example, a I 1/2 inch 

customer using 37,000 gallons of water will pay $6.92 less under the Staff 

proposed rates than he/she currently pays. Similarly, a 1-1/2 inch customer using 
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EPCOR - Mohave Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30.2013 

a# 
RUCO-I 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-I 0 
RUCO-I 1 
RUCO-12 
RUCO-13 
RUCO-I4 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-I9 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 
RUCO-29 
RUCO-30 
RUCO-31 
RUCO-32 
RUCO-33 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED CIAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS -TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - NOT USED 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
NOT USED 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRI PTI ON 

Adjusted Rate Base 

REVENUE REQUIREMENT 

$ 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

(A) 
COMPANY 

FAIR 
VALUE 

23,496,514 

41 6,266 

1.77% 

6.87% 

1,614,211 

1 ,I 97,945 

1.6469 

1,972,914 

6,354,293 

8,327,207 

31 .05% 

RUCO Surrebuttal Schedule 1 
Witness: Michlik 

(6) 
RUCO 
FAIR 

VALUE 

$ 16,226,202 

$ 836,768 

5.16% 

6.09% 

$ 988,176 

$ 151,407 

1.6378 

1, 247,980 

$ 6,490,958 

$ 6,738,939 

3.82% 

References: 
Column (A): Company Schedule A-I 
Column (6): RUCO Schedules 3 and 16 



RUCO Surrebuttal Schedule 2 
Witness: Michlik 

EPCOR - Mohave Water District 
Docket No. WS01303A-14-0010 
Test Year Ended June 30,2013 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

[AI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (L i  l L5) 

Calculation of Uncollecltible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 -LE ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 FederalTaxable Income (LIZ - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of €ffective Prooerlv Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-LI9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E]. L52) 
28 Income Taxes on Test Year Revenue (Col. 161. L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L30'L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

100.0000% 
37.9600% 
62.0400% 
0.7540% 
0.4678% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 

$ 988,176 
836,768 

$ 151,407 

$ 354,437 
261,797 

92,641 

$ 247,980 

8 1,870 
0.7540% 

$ 
1,870 

$ 165,165 
163,103 

2,063 
$ 247,980 

Test 
Year 

$ 6,490,958 $ 247,980 
$ 5,392,393 
$ 408,900 
$ 689,665 

RUCO 
Recommended 

$ 6,738,939 
$ 5,396,326 
S 408,900 
$ 933,713 

6.0000% 
$ 56,023 
$ 877,690 
8 7,500 
$ 6,250 
s 8,500 
$ 91,650 
$ 184,515 
$ 298,415 
$ 354,437 

Calculation of lncome Tax. 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on FiHh Income Bracket ($335,001 -$lO.OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

6.0000% 
$ 41,380 
$ 648,285 
$ 7,500 
s 6,250 
$ 8,500 
$ 91,650 
$ 106,517 
$ 220,417 
$ 261.797 

53 Applicable Federal Income Tax Rate [Col. [E], L51 ~ Col. [E]. L51] I [Col. [E], L45 -, Col. [B]. 1451 34.0000% 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Sem'ce 
4 
5 L E S S :  
6 
7 
8 Less: Accumulated Amortization 
9 NetClAC 
10 
11 Advances in Aid of Construction (AIAC) 
12 
13 Customer Meter Deposits 
14 Customer Deposits 
15 Deferred Income Taxes 8 Credits 
17 Regulatory Liabilities 

Contributions in Aid of Construction (CIAC) 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

(A) (B) (C) 
COMPANY RUCO 

AS RUCO AS 
FlLED ADJUSTMENTS ADJUSTED 

$ 46.731,131 $ (6,121,255) $ 40,609,876 
15,934,125 (1,016,767) 14,917,358 

$ 30,797,006 $ (5,104,488) $ 25,692,518 

$ 46,731,131 $ (6,121.255) $ 4 0 6 n s ~ 7 6  
~ ' - I - - - * - .  " 

15,934,125 (1,016,767j 14,917,358 
$ 30,797,006 $ (5,104,488) $ 25,692,518 

89,194 
$ 481,135 

- 
$ 570.329 $ 69,169 $ 639,499 

89,194 
69,169 $ 550.305 

$ 7,012.710 

8,257 8,257 

696,852 302,205 999,057 
106,450 (106,450) 

$ 7,012,710 $ 

1,265,114 1,265,114 
253,023 253,023 

Net Regulatory Liability for Over-Collection of Depre. Exp. $ $ 1,012,091 $ 1,012,091 

19 Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

20 

22 
23 
24 Deferred Debits 
25 
26 Working Capital Allowance 
27 Reconciling Item 

21 ADD: 

Original Cost Rate Base 

(0) 

0 0 

$ 23,496,514 $ (7,270,312) $ 16,226,202 

$ 873,903 $ (873,903) $ 

131,008 (1 4,905) 116,103 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (B) 
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EPCOR . Mohave Water District 
Docket No. WS01303Al4.0010 
Test Year Ended  June 30.2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 5 
Wltnsrs: Radlgan 

COMPANY RUCO RUCO' 
ACCT 
NO, 

RATE BASE ADJUSTMENT NO. 5. POST-TEST YEAR PLANT AND ACCUMULATED DEPREClATlON 

DESCRIPTION PROPOSED ADJUSTMENTS 

2 
3 
4 
5 
6 
7 
8 
10 9 

I 1  12 

13 
14 
15 
17 16 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
28 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 51 

52 
53 
54 
55 
56 

RECOMMENDED 

490,587 

360.547 
(31.571) 

(42.312) 

331200 
311200 
331001 
331200 
346190 
346180 
331200 
343000 
341400 
331001 
343000 
311200 
339600 
346100 
311200 
343000 
346100 
311200 
320100 
311200 
304600 
343000 
343000 
320100 
311200 
311200 
343000 
331200 
311200 
311200 
331200 
334100 
331200 
334100 
333000 
333000 
331001 
331001 
311200 
331200 
334100 
334100 
333000 
333000 
311200 
311200 

Mohave water- Goldrush Man Relocate Planned 
Plan1 Facilities 8 Equip A2 
Val- replaced 
Mohave water - Goldrush Main Relocate Planned 
Uwrade Bullhead SCADA 
Uwrade Bullhead SCADA 
Main Breaks 
Purchase Two T h b l e  Handhelds 
Mohave water - Vehicles 
Valves new 
Purchase Two AddRanal Toughbaoks 
Replace Pump and Motor a1 Camp Mahave Well 
Walerwaler- GIS MapBooks 
SK"* 
Mohave Waler - AZ Gateway Bwsler Stab" 
Purchase Touqhbaak 
Secunh, 
Mohave Wabr - Desert Glen Boasler Station 
Replace Flow Cell on Chlorine Analyzer ai Well 1 6 2  
Replace Pump at Peqasus Ranch Baasier 
Offce 6 Ops Cenler 
Tools 8 Equip 
Bullhead Ch Water- Tools 8 Equip 
Mohave water - Camp Mohave 
Bullhead Ctywaler- Backup Pump SI 24-1 
Mohave water- Well 24-1 
Purchase Loop Calibrator for SCADA 
Bullhead C h  water - Valves New 
Mahave water - Byl Bend Acres Well 
Mlscellanwus 
Mohave waler- 12'Canwn rd Scheduled Mains 
Bullhead C h  water- Melers Replace 
Main Breaks 
Meters replaced 
Services replaced 
SeMices replaced 
Valv.3 new 
Valves replaced 
Plant Faciliies 8 Equip AZ 
RPB Main Break- LMH 
RPB Meters replaced- Camp Mahave 
RPB Meters replaced- DFE 
RPB SeNices replaced- Camp Mohave 
RPB Services replaced- LMH 
Mw - PFE Rep1 Prod Meler-LR 
Mw - RPNB TE Rep1 Metal Locator 

57 
58 340300 EMS Webviewer-ArcGIS 
59 340300 GIS Data Model Conversan 
60 340300 Proiecl GPS Sofhmlrs 

Posl Tesl Year7AAllocaled Cor~ora le  Plant: 

~ . . . .. - 
61 304600 AZ Carp - PhxOffice Improvements 
62 340200 AZ I1 Hardware 
63 340300 AZITSoftware 

304600 Office & OPS Cenler - Central Shared 
65 343000 Tools 8 Equip - Central Shared 
66 346200 Vdeo Conferencinq Solullon 
67 340200 Laoloo. 
68 
69 
70 
71 
72 
73 
74 
75 
76 
71 
78 
79 
80 
61 
82 
83 
84 
RS 

340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

~ ~~~ 

Sewers 
Vehicles 
Office 8 Ops Cenler - Phx offifice 
Office 8 Ops Center- Ceniral DN 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipmenl - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Orvision 
Secunt- Ceniral DW 
Security- Eastern Div 
Business Syslems UWrade - AZ 
GIS UwradeJ Enhancements - AZ 
Engineennq CMMS. A2 
Enqineennq Pmiecl Management. ~2 
Network Redundancy- A2 
Laplops - A2 
Monnors - A2 

86 
87 340300 ArcGlS lmplemenlatan CA 
86 340300 WaleiUSA Win7 Office2012 - CA 
89 340300 ESRl Proiecl (GIs) 
90 340300 Water USA Win7 Office2012 - US 
91 340300 SAMSWatei8 Waste 
92 340300 A2 I l S a b a i e  
93 

95 
96 Lccumulsled Depreciat~n 

Posl Test Yesr6U Allocated Corporate Plant: 

94 Total 

' Amounts may no1 reflect other adlustmenis 

0 

81.554 

156,090 

7,994 

37.556 
11.690 

7.124 
1 1,055 
5.256 

1.709 

(2561 
(2871 
(9381 

(1.4171 

(2.7511 
13.2791 

(17.6471 
(93.557) 

6,831 
214.804 
579.867 
23,415 

4.046 
57.104 

222 
72 

190 
365 

3.239 
5.903 
2.576 

854 

1.636 

517 

662 

433 
1.531 
1.347 

531 
674 

/1.109) 

(91 

11.408 

11 
1.623 
9.168 

33.007 
7.668 

(81.554) 

(156,090) 

(7.9941 

(37.556) 
(1 1.690) 

(7.1241 
L 11,055) 
(5.2561 

(1.7091 

256 
287 
g38 

1.417 

2.751 
3.278 

17.647 
83.557 
(8.831) 

(2 14,804 1 
(579.667) 
(23.415) 
(4.0481 

(57,104) 
(2221 
(72) 

(1901 
(3651 

(3.2391 
(5.9031 
(2.5761 

18541 

(11,409) 

(111 
(1.6231 
(s.ies) 

(33.007) 
(7.6681 

b (61 

S 

s 

6,972,389 S (6,121,255) S 851,134 

15,934,175 S ((15,031) S 15,839,094 

REFERENCES 
Column IAl CamoanvFlimn 











EPCOR - Mohave Water District 
Docket No. WS-D1303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT. 
- NO. Elo. 

Direct Plant: 

1 320100 
2 330100 

341 100 
342000 
344000 
345000 

3 

4 

DESCRIPTION 

[AI 
TEST YEAR (T') END 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

[SI 
POST TEST YEAR ("PTY") 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

Water Treatment Equipment Non-Media $ (20,283) 
Elevated Tank & Standpipes (3.569) 
Transportation Equip Light Duty Truks (709,706) 

Laboratory Equipment (2.158) 
Power Operated Equipment (20,334) 

Stores Equipment (109) 

Total Over-Depreciated Direct Plant $ (756.159) 0 (67.247) 

Distn'ct's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciabon Expense. 

RUCO Surrebuttal Schedule 10 

RATE BASE AJIJUSTMENT NO. 6 - REGULATORY LIABILITY -0lRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

..... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column ID]: Column IC] x 20% 

IC1 
TOTAL 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

$ (30,005) 
(3.569) 

(749,312) 

(2.767) 
(37.530) 

(223) 

$ (823.406) 

Witness: Coley 

P I  
CREDIT 
ANNUAL 

DEPRE. EXP. 
2 0 % 

$ (6,001) 
(714) 

(149,862) 
(45) 

(553) 
(7.506) 

$ (164,681) 



EPCOR - Mohave Water District 
Docket No. WSO1303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 .  REGULATORY LIABILITY -AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

Allocated Corvorate Plant: 

1 304620 Structures 8 Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

1 4  PI IC1 ID1 (€1 
TOTAL TOTAL TUBAC CREDIT 

TYAZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION ANNUAL 
OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 

s (24.958) S (9,888) s (34.846) I (3,415) 5 (682.98) 
(3,128,854) (721.389) (3,850,243) (377,327) (75.465.42) 

(52.912) (18,705) (71.618) (7.019) (1.403.72) 

(0.0980011 20% 

Trial Balance 

4 1568 Software Intangibles 21,439 21,439 2,101 
5 1569 Software lntanqibles Amortization (571.918) (571.918) (56.048) 

6 Software Intangibles Net of Amortization S (550.478) S - s  (550,478) S (53.947) (10.789.47) 

7 (3,757,203) S (4,507.185) S (441,708) $(88.341.58) Total Corporate Over-Collected Depreciation Exp. 5 

8 District's AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited lo Depreciabon Expense ........... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column IC]: Column [AI + Column [E] 
Column [D]: Column [C] x District's Allocation Factor 
Column [E]: Column [D] x 20% 

.1-(441,708/1 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

[A] [B] [Cl 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION RECOMMENDED PROPOSED ADJUSTMENTS 

ClAC $ 481,135 $ 69,169 550,305 1 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column IC]: Column [A] + Column [B] 



EPCDR ~ Mohave Water District 
Docket No. WS-01103A-14-0010 
Test Year Ended June 30,2013 

LINE 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

ACCT COMPANY RUCO RUCO' 
NO NO DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Water District 
Docket No. WSd1303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 -CASH WORKING CAPITAL 

[AI [81 IC1 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance S 131.008 $ (14,905) 116,103 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

1.41 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8. Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Oulside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Offce Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
19 General Taxes-Property 
20 Taxes * Payroll 
21 Taxes -Other 
22 Income Tax 

23 Interest Expense 

24 TOTAL 

25 

26 
' Amounts may not reflect other adjustments 

Proforma 
Test Year 
Amount 

IBI 

1.389.973 
26,779 

545.082 
10,867 
7,886 

950 
220,603 
192.587 
418,599 

6.694 

101.045 
551.778 

16,923 
247,950 

50,657 
377,160 

165,165 
97.538 
52,291 

261,797 

408,900 

4,742.325 

Rev en u e 
Lag (Lead) 

Days 

IC1 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 

41.14 
41.14 
41.14 
41.14 

41.14 

Expense Net 
Lag (Lead) Lag (Lead) 

Days Days Col. C ~ Col. D 

PI [El 

30.63 10.51 
113.08 (71.94) 
50.44 (9.30) 
7.00 34.14 

32.09 9.05 
30.42 10.72 
30.42 10.72 
32.33 8.81 

(10.72) 51.86 
67.98 (26.84) 

(33.10) 74.24 
64.90 (23.76) 
49.83 (8.69) 
39.56 1.58 
32.57 8.57 
25.95 15.19 
45.63 (4.49) 

213.25 (172.11) 
26.40 14.74 

(1 30.59) 171.73 
41.75 (0.61) 

91.25 (50.11) 

Cash Workinq Capital Requirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustmenl 

Cash 
Working 

LeadiLag Capital 
Factor Required 

Col. H365 Col. B * Col. F 

[FI 

0.03 
(0.20) 
(0.03) 
0.09 
0.02 
0.03 
0.03 
0.02 
0.14 
(0.07) 
0.20 

(0.07) 

0.00 
0.02 
0.04 

(0.01) 

(0.02) 

(0.47) 
0.04 
0.47 
(0.00) 

(0.14) 

[GI 

40,012 
(5.278) 

(1 3.891 ) 
1,016 

195 
28 

6,479 
4,647 

59,471 
(492) 

(6.578) 
(1 3,130) 

73 
5.822 
2,109 

(4,644) 

(77.881) 
3.938 

24,603 
(438) 

(56.137) 

(30.076) 

(15.1 71) 

(14.905) 
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NO. 

RUCO Surrebuttal Schedule 15 
Witness: Coley 

COMPANY RUCO RUCO' ACCT 
NO, DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Water District 
Docket No. WSO1303A-144010 
Test Year Ended: June 30,2013 

RUCO Surrebullal Schedule 16 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 12 -SURREBUTTAL ADJUSTMENTS 

[A] E31 [C] 
RUCO RUCO' COMPANY 

PROPOSED ADJUSTMENTS 

LINE ACCT 
NO. NO. DESCRIPTION 

1 RECOMMENDED 
106,450 5 (106,450) S Regulatory Liabiiity . Low-Income Reclassed to Revenue 

Deferred Income Taxes 8 Credtts 
302.205 S 999.057 S 696.852 S 2 

1 Amounts may not reflect other adjustments 

REFERENCES: 
Column [AI: Company Filing 
Column [El: Testmony JMM 
Column [Cl: Column [A1 +Column [E] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Let? Blank 
Total Operating Revenues 

OPERATING EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel 8 Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes -Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

[AI 181 [CI [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 6,132,996 $ 101,182 $ 6,234,178 $ 247,980 $ 6,482,158 

221,297 35,483 256,780 256.780 

$ 6,354,293 $ 101.182 $ 6,490,958 $ 247.980 $ 6,738,939 

$ 1,389,973 
26,831 

546,720 

10,916 
7,886 

950 
347,018 
192,587 
418,599 

6,694 
85,438 

101,045 
581,279 

16,923 
247,950 
50,657 

377,160 
1,331,139 

163,376 
149,829 

(114,941) 

$ 5,938.027 
S 416,266 

(126,415) 

(29,720) 

(501,828) 
(273) 

376,738 

$ (283.839) 
$ 385.021 

$ 1,389,973 
26,779 

545,082 

10,867 
7,886 

950 
220,603 
192,587 
418,599 

6,694 
55,718 

101,045 
580,677 

16,923 
247,950 
50,657 

377,160 
829,311 
163,103 
149,829 
261,797 

$ 5,654,190 
S 836,768 

1,870 

2,063 

92,641 

$ 96,573 
$ 151,407 

$ 1,389,973 
26,779 

545,082 

10,867 
7,886 

950 
220,603 
192,587 
418,599 

6,694 
55,718 

101,045 
582,547 

16,923 
247,950 
50,657 

377,160 
829,311 
165,165 
149,829 
354,437 

$ 5,750,763 
$ 988.176 

References: 
Column (A): Company Schedule C-l 
Column (B): RUCO Schedule 18 
Column (C): Column (A) + Column (8) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 





EPCOR - Mohave Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule I 9  
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

I NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED 
1 Water Revenues $ 6.132.996 !3 113 05.7) !Ti 611QQ43 , .  , -,---, T -, . .-,- , -  

2 
3 Purchased Water $ 26,831 $ (45) $ 26,786 
4 

5 Fuel and Power $ 546,720 $ (1,329) $ 545,391 
6 
7 Chemicals $ 10,916 $ (45) 10,871 
8 
9 Customer Accounting $ 581,279 $ (602) $ 580,677 

REFERENCES: 
Column, [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 





LINE COMPANY 
NO. DESCRIPTION PROPOSED 

RUCO RUCO 
ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

I 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

LINE I COMPANY RUCO I RUCO I 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

LINE 
NO. 

COMPANY RUCO RUCO 
D ESC RI PTI 0 N PROPOSED ADJUSTMENTS RECOMMENDED I NO. [ D ESC RI PTI 0 N I PROPOSED I ADJUSTMENTS 1 RECOMMENDED I 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (1 28) 

$ (13) 

$ (41,231) 
$ (53,302) 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June  30 ,2013  

LINE 
NO. 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

COMPANY RUCO RUCO' 
RECOMMENDED DESCRIPTION PROPOSED ADJUSTMENTS 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

7 Advertising, Promotions and Donations 
8 Total 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 

. .  
(8,700) 

$ (134,211) 



EPCOR - Mohave Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

Allocation 
Percentage 

RUCO Surrbuttal Schedule 25 
Witness: Michlik 

Normalized 
over 3 Years 

Company RUCO 
Proposed Rate Recommended Rate 
Case Expense Case Expense 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

Paradise Valley Water District 25% $ 161,530 $ 80,765 $ 26,922 
Sun City Water District 40% $ 262,102 $ 131,051 $ 43,684 

3% $ 17,890 $ 8,945 $ 2,982 Tubac Water District 
5% $ 30,160 $ 15,080 $ 5,027 Mohave Wastewater District 

Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

RUCO Surrebuttal Schedule 26 
Witness: Michlik 

COMPANY RUCO RUCO’ 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 -NOT USED 

Amounts m a y  not reflect other adjustments.  1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In 
LINE ACCT SERVICE 
NO. NO. DESCRIPTION Per RUCO 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

NonDepreciable DEPRECIABLE DEPRECIATION 

PLANT (Col A - COI B) RATE (Col C x Col D) 
or Fully Depreciated PLANT DEPRECIATION EXPENSE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 1 of 3 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

301000 
302000 
303200 
303300 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304700 
305000 
307000 
309000 
310000 
31 1000 
31 1200 
311500 
320100 
330000 
3301 00 
331001 
331 100 
331200 
331300 
331400 
333000 
334100 
334200 
335000 
339200 
339600 
340100 
340200 
340300 
341100 
341200 
341 400 
342000 
343000 
344000 
345000 
346100 
346190 
346200 
346300 

Organization 
Franchises 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land 8 Land Rights TBD 
Land 8 Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Store,Shop,Gge 
Collect 8 Impounding 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Pumping Equipment Steam 
Pumping Equipment Electric 
Pumping Equipment Other 
Water Treatment Equipment Non-Media 
Distribution Reservoirs 8 Standpipes 
Elevated Tank 8 Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains lo in  to 16in 
TD Mains 18in 8 Grtr 
Services 
Meters 
Meter Installations 
Hydrants 
Other P/E-Supply 
Other PIE-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Transportation Equip Light Duty Truks 
Transportation Equip Heavy Duty Truks 
Transportation Equipment Other 
Stores Equipment 
Tools,Shop,Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Total Plant 

52 Corporate Plant Allocation 
53 304500 Structures 8 Improvements General 
54 304620 Structures 8 Improvements Leasehold 
55 334100 Meters 
56 339600 Other PIE-CPS 
57 340100 Office Furniture 8 Equipment 
58 340200 Computer 8 Periphal Equipment 
59 340300 Computer Software 
60 340300 Computer Software Other 
61 344000 Laboratory Equipment 
62 346100 Communication Equipment Non-Telephone 
63 346190 Remote Control 8 Instrument 
64 346200 Communication Equipment Telephone 
65 346300 Communication Equipment Other 
66 347000 Miscellaneous Equipment 
67 Total Cormrate Plant Allocation 

$ 34,004 $ 
$ 37,061 $ 
$ 528,700 $ 
$ 2,351 $ 
8 9,609 $ 
$ 47,358 $ 
$ 475,826 $ 
$ 31,201 $ 
$ 47,846 $ 
$ 43,546 $ 
$ 43,231 $ 
$ 449,617 $ 
$ 29,223 $ 
$ 663,944 $ 
$ 2,084,561 $ 
$ 93,481 $ 
$ 50,355 $ 
$ 409,521 $ 
$ 2,777,913 $ 
$ 1,009 $ 
$ 97,220 $ 
$ 2,832,819 $ 
$ - $  
$ 105,048 $ 
$ 12,008.818 $ 
$ 3,656,688 $ 
$ 994,223 $ 
$ 76,265 $ 
$ 6,878,014 $ 
$ 2.485.178 $ 
$ 276,354 $ 
$ 185,402 $ 
$ 82,583 $ 
$ 179,702 $ 
$ 101,669 $ 
$ 109,956 $ 
$ 3,521 $ 
$ 99,015 $ 
$ 72.088 $ 
$ 22,292 $ 
$ 1,420 $ 
$ 221,411 $ 
$ 7,623 $ 
$ 171,959 $ 
$ 177,822 $ 
$ 724,648 5 
$ - s  

34.004 S 
37,061 $ 

528,700 $ 
2,351 $ 
9,609 8 

47,358 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

97,220 $ 
- $  
- $  
- $  
- 9  
- $  
- 5  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

99,015 $ 
- $  
- $  

1,420 $ 
- $  

7,623 $ 
171,959 $ 

- $  
- $  
- $  

$ 5,111 $ - $  
$ 39,437,207 $ 1,036,319 $ 

9,553 
1,950 
1,151 

35,759 
123,778 
80,208 

1,477 
624 

1,693 
18.236 
1,489 
5,230 

480 

475,826 
31,201 
47,846 
43,546 
43,231 

449,617 
29,223 

663,944 
2,084.561 

93,481 
50,355 

409,521 
2,777,913 

1,009 

2,832,819 

105,048 
12,008.818 
3,656,688 

994,223 
76,265 

6,878,014 
2,485,178 

276,354 
185,402 
82.583 

179,702 
101,669 
109,956 

3,521 , 

72,088 
22,292 

221,411 

177,822 
724,648 

5,111 
38,400,889 

9,553 
1,950 
1,151 

35,759 
123,778 
80,208 

1,477 
624 

1,693 
18,236 
1.489 
5,230 

480 

0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
2.50% $ 
1.67% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 
1.54% $ 
4.00% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.00% $ 
3.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
14.29% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
500% $ 

10.00% $ 
10.00% s 
10.00% $ 
1000% $ 

$ 

250% S 
250% $ 
833% $ 
333% 5 
450% $ 

1000% s 
2000% 5 
2000% $ 
400% $ 

1000% $ 
1000% s 
1000% $ 
10 00% $ 

11,896 
624 
957 
071 

1,081 
11,240 

731 
11,066 
52,114 

1.558 
1,679 

16,381 
111,117 

40 

43,582 

2,101 
171.555 
52,238 
14,203 
1,089 

171,950 
207,098 

6,909 
3,708 
2,753 
5,990 
4,575 

10,996 
704 

10.298 
3,715 

8,856 

17,782 
72,465 

51 1 
1,034,433 

239 
49 
96 

1,192 
5,570 
8,021 

295 
125 
68 

1,824 
149 
523 

48 
$ 39,906 $ - S  39,906 625% $ 2,494 
S 321,535 5 - $  321,535 $ 20,692 
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SERVICE 
Per RUCO 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 3 

or Fully depreciated PLANT DEPRECIATION EXPENSE 
PLANT RATE (Col C x Col D) (Col A - COI 6) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

[A] [B] [C] [D] [E] 
I I  I 1 PLANTln I NonDeDreciable I DEPRECIABLE I I DEPRECIATION I 
ILINEI ACCT I I NO. I NO.  DESCRIPTION 

1 Post Test Year Plant 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 

307000 
307000 
333000 
331300 
334100 
320200 
331200 
331200 
331 200 
31 1200 
331001 
331 200 
3461 90 
346190 
331200 
343000 
341 400 
331001 
343000 
31 1200 
339600 
3461 00 
311200 
343000 
346100 
311200 
320100 
311200 
304600 
343000 
343000 
3201 00 
31 1200 
31 1200 
343000 
331200 
311200 
31 1200 
331200 
334100 
331 200 

334100.0 
333000.0 
333000 
331001 
331001 
31 1200 
331200 
334100 
334100 
333000 
333000 
311200 

Laredo Vista Well #2 
BHC Well 16-4 
Services replaced 
Bullhead City water - Old BHC Scheduled Main 
Meters replaced 
Camp Mohave Manganese 
Pegasus Ranch Interconnect 
Mains Scheduled replacelrelocate A2 
Mohave water - Goldrush Main Relocate Planned 
Plant Facilities 8 Equip A2 
Valves replaced 
Mohave water - Goldrush Main Relocate Planned 
Upgrade Bullhead SCADA 
Upgrade Bullhead SCADA 
Main Breaks 
Purchase Two Trimble Handhelds 
Mohave water - Vehicles 
Valves new 
Purchase Two Additional Toughbooks 
Replace Pump and Motor at Camp Mohave Well 
Waterwater - GIS Map Books 
Security 
Mohave Water - AZ Gateway Booster Station 
Purchase Toughbook 
Security 
Mohave Water - Desert Glen Booster Station 
Replace Flow Cell on Chlorine Analyzer at Well 16-2 
Replace Pump at Pegasus Ranch Booster 
Office 8 Ops Center 
Tools 8 Equip 
Bullhead City water - Tools 8 Equip 
Mohave water - Camp Mohave 
Bullhead City water- Backup Pump at 24-1 
Mohave water- Well 24-1 
Purchase Loop Calibrator for SCADA 
Bullhead City water - Valves New 
Mohave water - Big Bend Acres Well 
Miscellaneous 
Mohave water - 12” Canyon rd Scheduled Mains 
Bullhead City water - Meters Replace 
Main Breaks 
Meters replaced 
Services replaced 
Services replaced 
Valves new 
Valves replaced 
Plant Facilities S Equip A 2  
RPB Main Breaks- LMH 
RPB Meters replaced- Camp Mohave 
RPB Meters replaced- DFE 
RPB Services replaced- Camp Mohave 
RPB Services replaced- LMH 
Misc - PFE Repl Prod Meter-LR 

31 1200 Misc - RPNB TE Repl Metal Locator 
Total Post Test Year Plant 

490,587 

360,547 

2.50% $ 
2.50% $ 
2.50% $ 
1.43% $ 
8.33% $ 

10.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
4.00% $ 
2.00% $ 
1.43% $ 

10.00% $ 
10.00% $ 

1.43% $ 
4.00% $ 

16.67% $ 
2.00% $ 
4.00% $ 
4.00% $ 
3.33% $ 

10.00% $ 
4.00% $ 
4.00% $ 

10.00% $ 
4.00% $ 
5.00% $ 
4.00% $ 
2.50% $ 
4.00% $ 
4.00% $ 
5.00% $ 
4.00% $ 
4.00% $ 

1.43% $ 
4.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
1.43% $ 
8.33% $ 
2.50% $ 
2.50% $ 
2.00% $ 
2.00% $ 
4.00% 5 
1.43% $ 

4.00% $ 

8.33% $ 
8.33% $ 
2.50% $ 
250% $ 
4.00% $ 

7,008 

36,055 

$ - $  - $  4.00% $ 
$ 851,134 $ - 5  851,134 $ 43,063 
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NO. NO. 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

DEPRECIATION 

(Col C x Col D) 

PLANT In NonDepreciable DEPRECIABLE 
SERVICE or  Fully Depreciated PLANT DEPRECIATION EXPENSE 

DESCRIPTION Per RUCO PLANT (Col A - Col 8 )  RATE 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 
340300 

GIS Data Model Conversion 
Project GPS Software 
AZ C o p  - Phx Office improvements 
AZ IT Hardware 
AZ IT Software 
Office & Ops Center - Central Shared 
Tools 8 Equip -Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Oftice 
Office & Ops Center - Central Div 
Plant Facilities 8 Equip - A2 shared 
Tools & Equipment. A2 shared 
Vehicles - A2 shared 
New Valve Truck for Eastern Division 
Security - Central Oiv 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - A2 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - A2 
Monitors - A2 
ArcGlS Implementation CA 
Water USA Win7 Office2012 ~ CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 -US 
SAMSWater 8 Waste 
A2 IT Software 

35 Total Post Test Year Corporate Plant 
36 
37 Total 
38 
39 Composite Depreciation Rate: 
40 
41 Amortization of CIAC: 
42 
43 
44 Less Amortization of CIAC: 
45 
46 
47 
48 
49 
50 

Contributions in Aid of Construction (“CIAC): 

Depreciation Expense before Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense -Company 

Test Year Adjustment to Depreciation Expense 

20.00% $ 
20.00% $ 
20.00% $ 

2.50% $ 
10.00% $ 
20.00% $ 

2.50% $ 
4.00% $ 

10.00% $7 

10.00% $ 
10.00% $ 
8.33% $ 
2.50% $ 
2.50% $ 
1.43% $ 
4.00% $ 
4.00% $ 

16.67% $ 
8.33% $ 
1.43% $ 
8.33% $ 
2.50% $ 
4.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
1.43% $ 

20.00% $ 
20.00% $ 
2000% $ 
20.00% $ 
20.00% $ 

51 
52 
53 
54 
55 
56 
51 
58 
59 
60 
61 
62 
63 
64 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 173+175+180+182) 

Company Depreciation 

RUCOs Adjuslmented Depreciation Expense 

References: 
Column [A] RUCO Schedule 4 
Column [B]. From Column [A] 
Column [C]. Column [A] -Column [B] 
Column [D]. S t a r s  Typical Engineering Depreciation Rates 
Column [E]’ Column [C] x Column [D] 

$ - $  - $  20.00% s 
$ $ $ 

$ 40,609,876 $ 1,036,319 $ 39,573,557 $ 1,098,188 

2.78% 
$ 570,329 
$ 15,855 

$ 1,098,188 
$ 15,855 
$ 1,082,333 

$823,406 
$441,708 

$ 1,306,273 

$ (223,940) 

$ (22,070) 

$ (164,681) 
(88.342) 

$ (253,023) 

$ (2,795) 

$ (501.828) 

$ 1,331,139 

S 829,311 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

Property Tax Calculation 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar increase in Revenue (LinelS/Line 20) 

$ 6,490,958 
2 

12,981,917 
6,490,958 

19,472,875 
3 

6,490,958 
2 

12,981,917 
90,135 

13,072,052 
18.1% 

2,363,819 
6.9000% 

$ 163,103 
163,376 

$ (273) 

$ 6,490,958 
2 

$ 12,981,917 
$ 6,738,939 

19,720,856 
3 

$ 6,573,619 
2 

$ 13,147,237 
90,135 

$ 
$ 13,237,372 

18.1 % 
$ 2,393,714 

6.9000% 
$ 

$ 165,165 
163,103 $ 

$ 2,063 

$ 2,063 
247,980 

0.831814% 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [E] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YE. 

DESCRIPTION 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

Calculation of Income Tax: 
Revenue (RUCO Schedule 1) 
Operating Expenses Excluding Income Taxes 
Synchronized Interest 
Arizona Taxable Income 
Arizona State Income Tax Rate 
Arizona Income Tax 
Federal Taxable Income 

R 

12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$I 0,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 
27 
28 
29 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony J M M  
Column [C]: Column [A] + Column [B] 

1 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

TAXES 

Test Year 
$ 6,490,958 
$ 5,392,393 
$ 408,900 
$ 689,665 

6.0000 Yo 
$ 41,380 
$ 648.285 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 106.51 7 
$ 220[417 
$ 261,797 

$ 16,226,202 

$ 408,900 
2.52% 

Income Tax - Per RUCO $ 261,797 
Income Tax - Per Company $ (I 14,941) 

RUCO Adjustment $ 376,738 



LINE 
NO. 

RUCO’s Adjustment to Surrebuttal Direct Surrebuttal Adiustment 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 -  - -  I Short-Term Incentive Plan (STIP) $ (91,622) $ (91,622) $ (0) 
Mid-Term Incentive Plan (MTIP) $ (33,020) $ (18,877) $ 14,143’ 
IT Affiliated Charges Expenses -Account 5628 $ (869) $ (869) $ 0 
Advertising, Promotions and Donations $ (8,700) $ (8,378) $ 322 
Confidential Information $ - $  (6.669) !% (6.669) 
Total $ (134,211) $ \ I I T  . ,. - -  I 

Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

1 I 
(126.416) !% 7 796 



EPCOR - Mohave Water District 
Docket No. WS41303A-14-0010 
Test Year Ended June 30, 2013 Rate Design 

Monthly Usage Charge Present 

Meter Size: 
5/8x3/4 Inch - Residential - Low Income 
5/8x3/4 Inch - Residential 
5/8x3/4 Inch -Apartment, Commercial, Industial. OPA 
3/4 Inch - Residential 
3/4 Inch - Commercial, lndustial 
3/4 Inch - Apartment, OPA 
1 Inch -Al l  classes 
1.5 Inch - All classes 
2 Inch -All classes 
3 Inch -All classes 
4 Inch -All classes 
6 lnch - All classes 
8 Inch -Al l  classes 
10 Inch -Al l  classes 
12 Inch -Al l  classes 

Fire Flow: 
2 Inch - Private Fire 
4 Inch - Private Fire 
6 Inch - Private Fire 
8 Inch - Private Fire 
10 Inch - Private Fire 
Public Hydrants 
Private Hydrants 
Public Sprinkler Head 

$ 6.0000 
11 .oooo 
I1 .oooo 
1 I .oooo 
11 .oooo 
11 .oooo 
27.5000 
55.0000 
88.0000 

176.0000 
275.0000 
550.0000 
880.0000 

1,265.0000 
2.365.0000 

$ 5.0000 
10.0000 
15.0000 
20.0000 
25.0000 
12.3200 
12,3200 
0.7300 

Commodity Charge - Per 1,000 Gallons 

518 x 314" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
All gallons over 10,000 

5/8 x 3/4" Meter (Apartment. Commercial, Industrial) 
First 10,000 gallons 
Over 10,000 gallons 

314" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
All gallons over 10,000 

3/4" Meter (Aoartment) 
First 10,000 gallons 
Over 10,000 gallons 

314" Other Public Authority 

314" Meter (Commercial. Industrial) 
First 10,000 gallons 
Over 10,000 gallons 

1" Meter (Residential, Apartment. Commercial, Industrial) 
First 15,000 gallons 
Over 15,000 gallons 

1.5" Meter [Residential, Apartment. Commercial, Industrial) 
First 30,000 gallons 
Over 30,000 gallons 

$ 0.8800 
1.8400 
3.0000 

1.8400 
3.0000 

$ 0.8800 
1 .a400 
3.0000 

N/A 
NIA 

NIA 

NIA 
N/A 

I ,8400 
3.0000 

1.8400 
3.0000 

Company 
Proposed Rates 

$ 9.3258 
15.5430 
15.5430 
15.5430 
15.5430 
15.5430 

77.7150 
124,3440 
248.6880 

777.1500 
1,243.4400 
1,787.4450 
3,341.7450 

38.8575 

388.5750 

$ 6.0325 
12.0650 

24.1300 
30.1625 
14.8641 

0.8807 

18.0975 

14.8641 

$ 1.5500 
2.5000 
3.2500 

2.5000 
3.2500 

$ 1.5500 
2.5000 
3.2500 

2.5000 
3.2500 

2.5000 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 2 

RUCO 
Recommended Rates 

$ 6.8400 
11.4000 
1 1.4000 
1 1.4000 
11.4000 
11.4000 
28.5000 
57.0000 
91.2000 

182.4000 

570.0000 
912.0000 

1.311.0000 
2,451 .OOOO 

2a5.0000 

$ 5.1800 
10.3600 
15.5500 
20.7300 
25.9100 
12,7700 
12.7700 
0.7600 

$ 0.9100 
1.9200 
3.1300 

1.9200 
3.1300 

$ 0.9100 
1.9200 
3.1 300 

1.9200 
3.1300 

1.9200 

1.9200 
3.1300 

1.9200 
3.1300 

3.9200 
3.1300 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30.201 3 

2" Meter (Residential. Apartment. Commercial. Industrial) 
First 50,000 gallons 
Over 50,000 gallons 

3" Meter (Residential, Apartment. Commercial, Industrial) 
First 100,000 gallons 
Over 100,000 gallons 

4" Meter (Residential. Apartment. Commercial, Industrial) 
First 150,000 gallons 
Over 150,000 gallons 

6" Meter (Residential. Apartment. Commercial, Industrial] 
First 300,000 gallons 
Over 300.000 gallons 

8" Meter (Residential, Apartment. Commercial, Industrial) 
First 1,125,000 gallons 
Over 1,125,000 gallons 

10" Meter (Residential. Apartment. Commercial, Industrial) 
First 1,500,000 gallons 
Over 1,500,000 gallons 

12" Meter (Residential. Apartment, Commercial. Industrial) 
First 2,250,000 gallons 
Over 2,250,000 gallons 

Other Public Authoritv(Al1 Meter Sizes other than 3/4") 
All Usage 

Fire and Hydrant Water 
All Usage 

Effluent (per acre foot) 

Rate Design 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1 A400 
3.0000 

1.8400 
3.0000 

1.8400 
3.0000 

1.8400 

1.8400 

227.7900 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 
3.2500 

2.5000 

2.5000 

See Mohave WW 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 2 of 2 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 
3.1300 

1.9200 

1.9200 

See Mohave WW 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30, 2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 6,800 s 20.63 5 29.69 $ 9.06 43.92% 

Median Usage 5,000 17.32 25.19 $ 7.87 45.46% 

RUCO Recommended 

Average Usage 6,800 0 20.63 $ 21.43 $ 0.79 3.85% 

Median Usage 5,000 17.32 17.97 $ 0.65 3.75% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company RUCO 
Prooosed % Recommended Yo Gallons Present 

Consumption Rates Rates Increase Rates Increase 
5 11 .oo $ 15.54 41.30% $ 11.40 3.64% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

11.88 
12.76 
13.64 
15.48 
17.32 
19.16 
21 .oo 
22.84 
24.68 
26.52 
29.52 
32.52 
35.52 
38.52 
41.52 
44.52 
47.52 
50.52 
53.52 
56.52 
71.52 
86.52 

101.52 
116.52 
131.52 
146.52 
221.52 
296.52 

17.09 
18.64 
20.19 
22.69 
25.19 
27.69 
30.19 
32.69 
35.19 
37.69 
40.92 
44.14 
47.37 
50.59 
53.82 
57.04 
60.27 
63.49 
66.72 
69.94 
86.07 

102.19 
118.32 
134.44 
150.57 
166.69 
247.32 
327.94 

43.88% 
46.11% 
48.04% 
46.60% 
45.46% 

43.78% 
43.14% 
42.60% 
42.1 3% 
38.61% 
35.74% 
33.36% 
31.34% 
29.62% 

26.83% 

44.54% 

28.13% 

25.68% 
24.66% 
23.75% 
20.34% 
18.11% 
16.55% 
15.38% 
14.48% 
13.77% 
11.65% 
10.60% 

12.31 
13.22 
14.13 
16.05 
17.97 
19.89 
21.81 
23.73 
25.65 
27.57 
30.70 
33.83 
36.96 
40.09 
43.22 
46.35 
49.48 
52.61 
55.74 
58.87 
74.52 
90.17 

105.82 
121.47 
137.12 
152.77 
231.02 
309.27 

3.62% 
3.61% 
3.59% 
3.68% 
3.75% 
3.81% 
3.86% 
3.90% 
3.93% 
3.96% 
4.00% 
4.03% 
4.05% 
4.08% 

4.11% 
4.12% 
4.14% 
4.15% 
4.16% 

4.09% 

4.19% 
4.22% 
4.24% 
4.25% 
4.26% 
4.27% 

4.30% 
4.29% 



EPCOR - Paradise Valley Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-I 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-IO 
RUCO-I 1 
RUCO-I2 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-I 7 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 
RUCO-29 
RUCO-30 
RUCO-31 
RUCO-32 
RUCO-33 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

gjl.J 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 -CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS -TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT# 3 - NOT USED 
OPERATING INCOME ADJUSTMENT 1: 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - NOT USED 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - REVERSE TANK MAINTENANCE EXPENSE 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # I O  - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
NOT USED 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

REVENUE REQUIREMENT 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (Yo) 

[AI 
COMPANY 

FAIR 
VALUE 

39,380,442 

2,193,723 

5.57% 

6.87% 

2,705,436 

51 1,714 

1.6442 

841,337 

9,648,251 

10,489,588 

8.72% 

RUCO Surrebuttal Schedule I 
Witness: Michlik 

PI 
RUCO 
FAIR 

VALUE 

$ 35,559,921 

$ 2,642,407 

7.43% 

6.09% 

$ 2,165,599 

$ (476,807) 

1.6350 

I $  (779,569)( 

$ 9,797,436 

$ 9,017,867 

-7.96% 

References: 
Column (A): Company Schedule A-1 
Column (6): RUCO Schedules 3 and 16 



EPCOR ~ Paradise Valley Water District 
Docket No. WS01303A-14.0010 
Test Year Ended: June 30,2013 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

RUCO Surrebuttal Schedule 2 
Witness: Michiik 

Calculafion of Gross Revenue Conversion Faclor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (Line 23) 

Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollectlible Faclor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 * L10 ) 

Calculation of Effeclive Tax Rale: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculalion of Hfective Prooertv Tax Faclor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-L19) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17cL22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [B], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L30'L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculalion of lncorne Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100.001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

[AI 

100.0000% 
0.1748% 

99.8252% 
38.6623% 
61.1629% 
1.634977 

100.0000% 
37.9600% 
62.0400% 
0.2817% 
0.1748% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 

1.1320% 
0.7023% 

38.6623% 

$ 2,165,599 
2,642,407 

$ (476,807) 

$ 776,753 
1.068.494 

(291,741) 

$ (779,569) 
0.281 7% 

$ (2.196) 

$ 324.518 
333,343 

(8.825) 
$ (779.569) 

Test RUCO 
Year Recommended 

$ 9,797,436 $ (779,569) $ 9,017,667 
$ 6,086,536 $ 6,075,515 
$ 896,110 $ 896.110 
$ 2,814,790 $ 2,046,241 

6 0000% 6.0000% 
$ 168.887 S 122,774 
$ 2,645,902 $ 1,923,467 
$ 7,500 $ 7,500 
$ 6,250 s 6,250 
s 8,500 $ 8.500 
$ 91.650 $ 91,650 
S 785.707 S 540,079 

9 653,979 
S 776.753 

$ 899.607 
$ 1,068,494 

53 Applicable Federal Income Tax Rate (Col. [E], L51 - Col. (E]. L51] I [Col. [E], L45 - Col. [E]. L45j 

Calculalion of lnteresl Svnclironization: 

34.0000% 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Plant in Sew’ce 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 
FHSD Settlement 

PI 
COMPANY 

AS 
FlLED 

$ 73.128.007 
23,455,384 

$ 49,672,623 

$ 18,123,892 
8,864,120 

$ 9,259,772 

$ 1,554,766 

23,819 

212,749 
39,646 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

Net Regulatory Liability for Over-Collection of Depre. Exp. $ 

ADD: 

Deferred Debits 

Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

P I  

RUCO 
ADJUSTMENTS 

$ (1,639,177) 
185,896 

$ (1,825,074) 

$ 43,632 

$ 43,632 

92,263 

1,308,258 
261,652 

$ 1,046,606 

[GI 
RUCO 

AS 
ADJUSTED 

$ 71,488,830 
23,641,280 

5 47.847.549 

$ 18,167,524 
8,864,120 

$ 9,303,404 

1,554,766 $ 

23,819 

305,012 
39,646 

1,308,258 
261,652 

$ 1,046,606 

19,885 (34,261) (14,376) 
(0) (0) 

$ 39,380,442 $ (3,820,521) 5 35,559,921 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (B) 
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EPCOR - Paradise Valley Water District 
Docket No. WS41303A-144010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 9 
Witness: Radigan 

ACCT COMPANY RUCO RUCO' 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 

335000 
331001 
343000 
341400 
320100 
339600 
346190 
320200 
343000 
311200 
311200 
311200 
31 1200 
335000 
331200 
334100 
333000 
331001 
334100 
304600 
343000 
331200 
311200 
346190 
3351 00 
331200 
334100 
333000 
343000 
331001 
335000 
311200 
311200 
311200 
311200 
31 1200 
311200 
331200 

PV water - Hydrants New 
PV water - Valves Replace 
PV water -Tools 8 Equip 
PV water - Transportation Equip 
PV - MRTF 
PV water - GIS Map Books 
W water - SCADA 
PV water - Arsenic Removal Facility 
PV water - Concrete saw 
PV water - MRTF D.P. pump #2 
PV water ~ Well 11 
PV water-Las Brisas Booster Pump Replacement 
PV water ~ Well 128 
Hydranls replaced 
Main Breaks 
Meters replaced 
Services replaced 
Valves replaced 
Meters upldownsize 
Office 8 Ops Center 
TOOIS a Equip 
Mains Scheduled replacelrelocate AZ 
Plant Facilities 8 Equip AZ 
SCADA AZ 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Tools 8 Equip 
Valves replaced 
Pd water ~ Hydrants New 
Plant Facilities 8 Equip AZ 
PFE Las Brisas Electrical Meter 
PFE Well #15 Pump 
PFE PV Automated External Defibrillator 
RPNB PFE DP #3 VFD 
RPNB PFE Well #14 Pump 
Mains Scheduled replacelrelocate AZ 

Post Test Year Allocated Corporate Plant: 
340300 ArcGlS Implementation CA 
340300 
340300 
340300 
340300 
340300 
340300 
340300 
304620 
340200 
340300 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
346100 
346100 
341400 
340300 
340300 
340330 
340300 
340200 
340200 
340200 

Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USAWin7 Office2012 -US 
SAMSWater 8 Waste 
EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ ITSoHware (7A) 
AZ IT Software (6U) 
Office & Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conierencing Solution 
Laplops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - A2 shared 
Security - Cenlral Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck ior Eastern Div 
Business Systems Upgrade - A2 
GIS Upgrades/ Enhancements - A2 
Engineering CMMS - AZ 
Engineering Project Management - A2 
Network Redundancy - A2 
Laplops - AZ 
Monitors - AZ 

Total 

Accumulated Depreciation 

' Amounts may not reflect other adjustments 

REFERENCES: 
Column [AI: Company Filing 

s 1,279.112 $ 
1.265 

(54.000) 
(21.584) 

(6.958) 
(12.760) 

1,490 
(268) 

64.725 
(220) 

(1.288) 
2,710 
2,192 
2,394 

50,719 
10,277 
33,177 

157,530 
105,328 

591.754 
16,118 
31,046 

187.112 
2 2 9.3 9 3 

(5.170) 
125.876 

(48) 
73,094 
5.792 

15.698 
2,098 

23.198 
1,504 

26 

3 
496 

2.805 
10,077 
2.341 

499 

158 
(339) 
263 

(3) 
2 

132 
467 
564 
162 
206 

3,483 

- 5  
(1.265) 
54.000 
21.584 

6.958 
12,760 
(1.490) 

268 
(64.725) 

220 
1.288 

(2.710) 
(2.192) 
(2.394) 

(50.719) 
(10.277) 
(33.177) 

(157.530) 
(105.328) 

(591,754) 
(16,118) 
(31,046) 

(187,112) 
(229,393) 

5,170 
(125.876) 

48 
(73.894) 
(5.792) 

(15,698) 

(23,198) 
(2.098) 

(1.504) 
(26) 

(3) 
(496) 

(2.805) 

(2,341) 
(499) 

(10,077) 

(158) 
339 

(263) 
3 

(2) 

(467) 
(564) 
(162) 
(206) 

(132) 

(3.483) 

1,279,112 

1,279.1 12 5 

S 23.455.384 $ (53,102) 5 23,402,282 

2,933,450 S (1,654.338) S 

Column [Bl Testimony FR 



EPCOR -Paradise Valley Water District 
Docket No. WS41303A-14-0010 
Tesl Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 10 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 6 -REGULATORY LIABILITY - DIRECT PLANT OVERCOLLECTED DEPRECIATION EXPENSE 

[AI (61 IC1 PI 
TEST YEAR ("TY") END POST TEST YEAR rPTY") TOTAL CREDIT 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED ANNUAL 
LINE ACCT. DEPRECIATION DEPRECIATION DEPRECIATION DEPRE. EXP. - -  NO. NO. DESCRIPTION AMOUNT AMOUNT AMOUNT 20% 

Direct Plant: 

(7,927) $ (835.802) $(167.160.38) 304100 Structures 8 Improvements Supply 16 (827.875) $ 
340200 Computer 8 Periphal Equipment (55.618) (7,615) (63,233) (12.646.67) 
340300 Computer Software (1 43,937) (18.702) (162.639) (32.527.77) 
341100 Transportation Equip Light Duty Truks (20,414) 0 (20,414) (4,082.76) 
341300 Transportation Equipment Autos (13) (13) (2.53) 
346100 Communication Equipment Non-Telephone (2.145) (89.159) (91,304) (18.260.73) 

Total Over-Depreciated Direct Plant 0 (1,050,001) $ (123,403) $ (1.173.404J. (234.681) 

District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense .......... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column IO]: Column [C] x 20% 

I $ (1.173.404)1 



EPCOR - Paradise Valley Water Distrlct 
Dockel No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 11 
Witness: Colsy 

RATE BASE ADJUSTMENT NO. 7 .  REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

Allocated Coroorate Plant: 

1 304620 SVuctures 8 Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

[AI PI [Cl [Dl [El 
TOTAL TOTAL TUBAC CREDIT 

ALLOCATION ANNUAL TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL 
OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 1-1 20% 

5 (24,958) S (9,888) S (34.846) S (1,043) S (209) 
(3.128854) (721,389) (3,850243) (1 15.1 98) (23.040) 

(52.912) (18.705) (71,618) (2.143) (429) 

Trial Balance 

4 1568 Software Intangibles 21,439 21,439 641 
5 1569 Software Intandbles Amorlization (571.918) 1571.918) 117.1 121 

6 Software Intangibles Net of Amomzabon 5 (550.478) $ - s  (550.478) S (16,470) (3,294) 

7 Total Corporate Over-Collected Depreciahon Exp $ (3.757203) S (749.982) S (26.971) (4.507.185) S (134.854) 

8 District's AZ-Corporate Plan1 Over-Collecled Depreciation Expense lo be Credited to Depreciation Expense ............................................ 1- 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [Cl: Column [A] + Column [E] 
Column [D]: Column [C] x District's Allocation Factor 
Column [E) Column [D] x 20% 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 

PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC") AND DEPRECIATION EXPNESE 

[A] (el IC] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Deferred Debits 351.088 s 778.686 5 427.597) f 

' Amounts may not reflect olher adjuslments. 

REFERENCES: 
Column [A]: Company Filing 
Column 161: Testimony TJC 
Column [C]: Column [A] +Column [B] 



EPCOR ~ Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended  June 30,2013 

LINE 
NO. 

RATE BASE ADJUSTMENT NO. 10 -CASH WORKING CAPITAL 

ACCT COMPANY RUCO RUCO' 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

RUCO Surrebuttal Schedule 14 
Wilness: Coley 

RUCOs Calculation 

[A1 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Ofice Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
Properly Taxes 
Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

Proforma 
Test Year 
Amount 

IBI 

1,205,431 
151,278 

1.308.078 
60,878 
15.320 
860 

199,045 
233,418 
321.965 
3,881 

138.643 
190,324 
30.456 
132,498 
91 ,440 
327.031 

324.518 
85.375 
35,401 

1,068,494 

896.110 

6.820.444 

Revenue Expense Net 
Lag (Lead) Lag (Lead) Lag (Lead) 

Days Days Days Col. C - Col. D 

IC1 P I  [El 

41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 

30.63 
43.67 
49.43 
16.00 
60.86 
30.42 
30.42 
51.27 
(10.72) 
67.98 
(33.29) 
54.92 
49.83 
31 64 
34.30 
30.35 
50.45 

10.49 
(2.55) 

25.13 
(19.74) 
10.71 
10.71 
(10.15) 
51.84 
(26.86) 
14.42 
(13.79) 
(8.71) 
9.49 
6.82 
10.78 
(9.32) 

(8.30) 

41.13 213.25 (172.13) 
41.13 26.40 14.72 
41.13 (129.47) 170.59 
41.13 41.75 (0.63) 

41.13 91.25 

Cash Working Capital Requirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

(50.13) 

Cash- 
Working 

Lead/Lag Capital 
Factor Required 

Col. W365 Col. E * Col. F 

[9 

0.03 
(0.01) 
(0.02) 
0.07 

(0.05) 
0.03 
0.03 
(0.03) 
0.14 
(0.07) 
0.20 

(0.04) 
(0.02) 
0.03 
0.02 
0.03 
(0.03) 

(0.47) 
0.04 
0.47 
(0.00) 

(0.14) 

[GI 

34,650 
(1.055) 
(29.756) 
4,191 
(828) 
25 

5,838 
(6.489) 
45,729 
(286) 

(5.239) 

792 
2,476 
2.700 
(8.351 ) 

(4.541) 

(153,035) 
3.444 
16.546 
(1.830) 

(123.062) 

(218.083) 

(183.822) 

(34.261) ' Amounts may not reflect other adiustments 



EPCOR - Paradise Valley Walw District 
Docket NO. V&01303A-14.0010 
l e d  year JW. w. 2013 

RATE BASE ADJUSTMENT NO I 1  -REMOVAL OF 14 MONTH OEFERML OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTtON (*AFUDCI) AN0 DEPRECIATlON EXPNESE 

IAl [BI IC1 
UNE ACCT COMPANY RUCO RUCO' 
NO NO OESCRlPTlON PROPOSED ADJUSTMENTS RECOMMENDED 

Deferred Debts I I (6078981 I 170 788 

' mouds may mt reflect other adiuslmenls 

REFERENCES 
Column [AI Company F d ~ q  
Mumn [E) Testimony TJC 
Column [CI Column [AI + Column [El 



EPCOR - Paradise Valley Water District 
Docket No. WS51303A-145010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 16 
Witness: Coley 

ACCT COMPANY RUCO RUCO' 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERA T/NG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel 8. Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 

General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

' General Taxes - Property Taxes 

[AI [BI [CI [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 9,589,273 $ 149.185 $ 9,738,458 $ (779,569) $ 8,958,889 

58,978 58,978 58,978 

$ 9,648.251 $ 149.185 $ 9,797.436 $ (779,569) $ 9,017,867 

$ 1,205,431 

1,329,578 

58,805 
15,320 

860 
314,349 
233,418 
321,965 

3.881 
66,802 

138,643 
197,288 
30,456 

132,498 
91,440 

512,882 
1,608.655 

335,846 
120,776 
735,635 

$ 
151,278 
(21,500) 

2,073 

(115,304) 

(26,922) 

(185,851) 
(432,796) 

(2.503) 

332,859 

$ 1,205,431 
151,278 

1,308,078 

60,878 
15,320 

860 
199,045 
233,418 
321,965 

3.881 
39,880 

138,643 
196,456 
30,456 

132,498 
91,440 

327,031 
1,175.859 

333,343 
120,776 

1,068,494 

(8,825) 

(291,741) 

$ 1,205,431 
151,278 

1,308,078 

60.878 
15,320 

860 
199,045 
233.418 
321,965 

3,881 
39.880 

138,643 
194,260 
30,456 

132,498 
91,440 

327,031 
1,175,859 

324,518 
120,776 
776,753 

$ 7,454,528 3 (299,497) S 7,155,030 S (302.762) $ 6852.269 
S 2,193.723 S 448,683 9 2.642.407 S (476.807) S 2,165,598 

References: 
Column (A): Company Schedule C-1 
Column (B): RUCO Schedule 18 
Column (C): Column (A) + Column (6) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 





EPCOR - Paradise Valley Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30.2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. I - ANNUALIZATIONS 

L 

3 Purchased Water - $  - $  - 

5 Fuel and Power 

6 
7 Chemicals 

8 

$ 1.329.578 $ 12.230 $ 1.341 .BO8 

$ 58,805 $ 597 $ 59,402 

$ 197,288 $ (832) $ 196,456 9 Customer Accounting 

REFERENCES: 
Column [A]: Company Filing 
Column [Bl: Testimony JMM 
Column [C]: Column [A] + Column [E] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 20 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

[AI PI IC1 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Metered W a t e r  Sales $ 9,589,273 $ 65,960 $ 9,655,233 
2 
3 Purchased  Wate r  
4 
5 Fuel a n d  Power  
6 
7 Chemica ls  
8 

Amounts m a y  not reflect o ther  adjustments.  1 

REFERENCES: 
Column [A]: Company  Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  13,196 $ 13,196 

$ 1,329,578 $ 7,501 $ 1,337,079 

$ 58,805 $ 1,476 $ 60,281 



EPCOR - Paradise Valley Water Di 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

tri 

RUCO 
RECOMMENDED 

t RUCO Surrebuttal Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 3 -ADD CAP CHARGES TO BASE RATES 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 





EPCOR - Paradis Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI P I  [CI 
1 LINE I I COMPANY I RUCO I RUCO 

NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED I 
1 Metered Water Sales $ - $  - $  
n 
L 

3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  - $  



LINE 
NO. 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

Allocation 
Percentage 

RUCO Surrebuttal Schedule 25 
Witness: Michlik 

Normalized 
over 3 Years 

Company RUCO 
Proposed Rate Recommended Rate 
Case Expense Case Expense 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

[AI PI [CI I LINE 1 I COMPANY 1 RUCO I RUCO I 
I NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED 

1 Rate Case Expense $ 66,802 $ (26,922) $ 39,880 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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Test Year Ended: June 30,2013 

LINE 
N 0. 

RUCO Surrebuttal Schedule 26 
Witness: Michlik 

COMPANY RUCO RUCO' 
PROPOSED ADJUSTMENTS RECOMMENDED DESCRIPTION 

OPERATING INCOME ADJUSTMENT NO. 8 - REVERSE TANK MAINTENANCE EXPENSE 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 
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RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 1 of 3 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

[A] [B] [C] [D] [E] 
PLANT In NonDepreciable DEPRECIABLE I I DEPRECIATION I 

LINE ACCT SERVICE or Fully Depreciated PL 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

301000 
303500 
304100 
304200 
304300 
304400 
304500 
304600 
304620 
304700 
304800 
307000 
309000 
310000 
310100 
31 1200 
31 1300 
31 1530 
320100 
320200 
330000 
331001 
331 100 
331 200 
331 300 
331400 
332000 
333000 
334100 
334200 
335000 
339600 
340100 
340200 
340300 
340330 
340500 
341100 
341 300 
341 400 
342000 
343000 
344000 
345000 
346100 
346190 
346300 

Organization 
Land 8 Land Rights T8D 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures B Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Leasehold 
Structures 8 Improvements Store,Shop.Gge 
Structures 8 Improvements Miscellaneous 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Power Generation Equip Other 
Pumping Equipment Electric 
Pumping Equipment Diesel 
Pumping Equipment Water Treatment 
Water Treatment Equipment Non-Media 
Water Treatment Equipment Filter Media 
Distribution Reservoirs 8 Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains lo in  to 16in 
TD Mains 18in 8 Grtr 
Fire Mains 
Services 
Meters 
Meter Installations 
Hydrants 
Other PIE-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Computer Software Other 
Other Office Equipment 
Transportation Equip Light Duty Truks 
Transportation Equipment Autos 
Transportation Equipment Other 
Stores Equipment 
Tools.Shop.Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Other 

49 Total Plant 
50 
51 Corporate Plant Allocation 
52 304500 Structures 8 Improvements General 
53 304620 Structures 8 Improvements Leasehold 
54 334100 Meters 
55 339600 Other PIE-CPS 
56 340100 Office Furniture 8 Equipment 
57 340200 Computer 8 Periphai Equipment 
58 340300 Computer Software 
59 340300 Computer Software Other 
60 344000 Laboratory Equipment 
61 346100 Communication Equipment Non-Telephone 
62 346190 Remote Control 8 Instrument 
63 346200 Communication Equipment Telephone 
64 346300 Communication Equipment Other 
65 347000 Miscellaneous Equipment 
66 Total Coroorate Plant Allocation 

1,831 $ 
8,324 $ 

158,547 $ 
3,581 $ 

20,737,611 $ 
23,764 $ 
26,113 $ 

- $  
O $  

4,629 $ 
- $  

2,639,547 $ 
373,503 $ 
230.827 $ 
554,631 $ 

3,765,569 $ 
190 $ 

358,319 $ 
10,641,712 $ 

638,137 $ 
2,400,280 $ 
3,734,244 $ 

364,519 $ 
5,945,853 $ 
9,380.895 $ 

547,004 $ 
14,058 $ 

3,431,903 $ 
1,206.522 $ 

177,916 $ 
1,316,243 $ 

179,033 $ 
61,561 $ 
38.077 $ 
37,405 $ 

- 5  
321 $ 

(0) $ 
(0) $ 

201,813 S 
1,943 $ 

321,404 $ 
17,620 $ 
32,228 $ 

456,755 $ 
18.279 $ 
58.841 $ 

70,111,553 $ 

5 2,917 $ 
$ 595 $ 
$ 351 $ 
$ 10,917 $ 
$ 37,790 $ 
$ 24.488 $ 
s 451 $ 
$ 191 $ 
$ 517 $ 
5 5,567 $ 
$ 455 $ 
$ 1,597 $ 
$ 147 $ 

1,831 $ 
8.324 $ 

158,547 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- 9  
- $  
- $  
- $  
- $  
- 5  
- $  
- 9  
- $  
- 5  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

38,077 $ 
37,405 $ 

- $  
- $  
- $  
- $  
- 5  
- $  
- $  
- $  
- $  

456,755 $ 
- $  
- $  

700,938 $ 

- s  
- $  
- s  
- s  
- $  
- $  
- s  
- $  
- $  
- $  
- $  
- $  
- $  

3,581 
20,737,611 

23,764 
26,113 

0 
4,629 

2,639,547 
373,503 
230.827 
554,631 

3,765,569 
190 

358,319 
10,641,712 

638,137 
2,400,280 
3,734,244 

364,519 
5,945,853 
9,380.895 

547,004 
14,058 

3,431,903 
1,206,522 

177,916 
1,316,243 

179,033 
61,561 

321 
(0) 
( 0 )  

201.813 
1,943 

321,404 
17,620 
32,228 

18.279 

0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
3.33% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
1.54% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.00% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
6.67% $ 

20.00% $ 
16.67% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 

72 
414,752 

475 
653 

0 
116 

65.989 
6,225 
7,694 

18,488 
150,623 

8 
14,333 

532,086 
63,814 
36,927 
74,685 
5,207 

84,941 
134,013 

7.814 
201 

85,798 
100,544 

4,448 
26,325 
5.968 
2,770 

21 
(0 )  
(0 )  

33,635 
78 

12.856 
705 

1,611 

1,828 
58,841 10.00% $ 5,884 

69,410,615 $ 1,901,585 

2,917 
595 
351 

10,917 
37,790 
24,488 

451 
191 
51 7 

5,567 
455 

1,597 
147 

250% $ 
250% $ 
833% $ 
333% s 
450% 5 

1000% s 
2000% $ 
2000% $ 
400% $ 

1000% $ 
1000% $ 
1000% $ 
1000% $ 

73 
15 
29 

364 
1,701 
2,449 

90 
38 
21 

557 
45 

160 
15 

5 12,183 $ - 5  12,183 625% $ 761 
$ 98.165 $ - $  98.165 $ 6,317 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - Col B) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

DEPRECIATION 
EXPENSE 

(Col C x Col D) 
DEPRECIATION 

RATE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 3 

68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 

304200 
335000 
331001 
343000 
341400 
3201 00 
339600 
3461 90 
320200 
343000 
31 1200 
31 1200 
31 1200 
31 1200 
335000 
331200 
334100 
333000 
331001 
334100 
304600 
343000 
331 200 
31 1200 
346190 
335100 
331 200 
334100 
333000 
343000 
331001 
335000 
311200 
311200 
311200 
31 1200 
311200 
311200 

Country Club BPS 
PV water - Hydrants New 
PV water -Valves Replace 
PV water - Tools 8 Equip 
PV water - Transportation Equip 

PV water - GIS Map Books 
PV water - SCADA 
PV water - Arsenic Removal Facility 
PV water -Concrete saw 
PV water - MRTF D.P. pump #2 
PV water - Well 11 
PV water-Las Btisas Booster Pump Replacement 
PV water - Well 128 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Valves replaced 
Meters upldownsize 
Office 8 Ops Center 
Tools 8 Equip 
Mains Scheduled replacelrelocate A2 
Plant Facilities 8 Equip A2 
SCADA AZ 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Tools 8 Equip 
Valves replaced 
PV water - Hydrants New 
Piant Facilities 8 Equip AZ 
PFE Las Brisas Electrical Meter 
PFE Well #15 Pump 
PFE PV Automated External Defibrillator 
RPNB PFE DP #3 VFD 
RPNB PFE Well #14 Pump 

PV - MRTF 

106 331200 Mains Scheduled replacelrelocate AZ 
107 Total Post Test Year Plant 

$ 1,279,112 $ - $ 1,279,112 2.00% $ 25,582 
$ - $  - $  2.00% $ 
$ - $  - $  2.00% $ 
$ - $  - $  4.00% $ 
$ - $  - $  16.67% $ 
$ - $  - $  5.00% $ 
$ - $  - $  3.33% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  4.00% $ 
$ - $  - $  4.00% $ 
$ - $  - $  4.00% $ 
$ - $  - $  4.00% $ 
$ - 5  - $  4.00% $ 
$ - $  - $  2.00% $ 
$ - $  - $  1.43% $ 
$ - $  - $  8.33% $ 
$ - $  - $  2.50% $ 
$ - $  - $  2.00% $ 
$ - $  - $  8.33% $ 
$ - $  - $  2.50% $ 
$ - $  - $  4.00% $ 
$ - $  - $  1.43% $ 
$ - $  - $  4.00% $ 
s - $  - $  10.00% $ 
$ - $  - $  2.00% $ 

$ - $  - $  8.33% $ 

$ - $  - $  2.00% $ 
$ - $  - $  2.00% $ 

$ - $  - $  1.43% $ 

$ - $  - $  2.50% $ 
$ - $  - $  4.00% $ 

$ - $  - $  4.00% $ 
$ - $  - $  4.00% $ 
$ - $  - $  4.00% $ 
$ - s  - $  4.00% $ 
$ - $  - $  4.00% $ 
$ - 9  - $  4.00% $ 
$ - $  - $  1.43% $ 
$ 1,279,112 $ - $ 1,279,112 0 25.582 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In 
LINE ACCT SERVICE 

Per RUCO NO. NO. DESCRIPTION 

OPERATING INCOME ADJUSTMENT NO. 9 -DEPRECIATION EXPENSE ON TESTYEAR PLANT 

NonDepreciable DEPRECIABLE DEPRECIATION 

PLANT [Col A - Col B) RATE (Col C x Col D) 
or Fully Depreciated PLANT DEPRECIATION .EXPENSE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

340300 
340300 
340300 
340300 
340300 
340300 
340300 
340300 
304620 
340200 
340300 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
3461 00 
346100 
341400 
340300 
340300 
340330 
340300 
340200 
340200 
340200 

ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software (7A) 
A2 IT Software (6U) 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - A2 shared 
Tools 8 Equipment - AZ shared 
Vehicles - A2 shared 
Security - Central Oiv 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastem Div 
Business Systems Upgrade - A2 
GIS Upgrades/ Enhancements - A2 
Engineering CMMS - A2 
Engineering Project Management - A2 
Network Redundancy - A2 
Laptops - AZ 
Monitors ~ A2 

Total 

Composite Depreciation Rate: 
Contributions in Aid of Construction ("CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
2.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
2.50% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
2.50% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
16.67% $ 
2.50% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
16.67% $ 

$ 71,488,830 $ 700,938 $ 70,787,891 $ 1,933,484 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 157+159+164+166) 

Company Depreciation 

RUCO's Adjustmented Depreciation Expense 

References. 
Column [A] RUCO Schedule 4 
Column [E]: From Column [A] 
Column [C] Column [A] - Column [B] 
Column [D]. Staffs Typical Engineering Depreciation Rates 
Column [E] Column [C] x Column [D] 

$1.1 73,404 
$134.854 

2.73% 
$ 18,167,524 
$ 495,973 

$ 1,933,464 
$ 495,973 
5 1,437.51 1 

s 1,591,426 

$ (1 53,915) 

0 (1 1,973) 

$ (234,681) 
$ (26,971) 
$ (261,6521 

$ (5,256) 

$ (432,7961 

$ 1,608,655 

$ 1,175,859 



EPCOR - Paradise Valley Water District 
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Test Year Ended: June 30.2013 

NO. 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

Property Tax Calculation AS ADJUSTED RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 9,797,436 
CI 

19,594,872 
9,797,436 

29,392,308 
3 

9,797,436 
2 

19,594,872 
36,119 

19,630,991 
18.1% 

3,549,872 
9.3903% 

$ 9,797,436 
2 

$ 19,594,872 
$ 9,017,867 

28,612,739 
3 

2 
$ 19,075,159 

36,119 
$ 
$ 19,111,279 

$ 3,455,892 
9.3903% 

$ 

$ 9,537,580 

18.1% 

$ 333,343 
335,846 

$ (2,503) 
$ 324,518 

$ (8,825) 

$ (8,825) 
(779,569) 

$ 333,343 

1.132028% 
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RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

NO. D ESCRl PTI ON 

Calculation of lncome Tax: 
Revenue (RUCO Schedule I )  
Operating Expenses Excluding Income Taxes 
Synchronized Interest 
Arizona Taxable Income 
Arizona State Income Tax Rate 
Arizona Income Tax 
Federal Taxable Income 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51.,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$I 0,000,000) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax 

Calculation of Interest Svnchronization: 
Rate Base (RUCO Schedule 4) 

23  Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 
27 
28 
29 

Test Year 
$ 9,797,436 
$ 6,086,536 
$ 896,110 
$ 2,814,790 

6.00 00 Yo 
$ 168,887 
$ 2,645,902 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 785,707 
$ 899,607 
$ 1,068,494 

$ 35,559,92 1 
2.52% 

$ 896,110 

Income Tax - Per RUCO $ 1,068,494 
735,635 

RUCO Adjustment $ 332,859 
Income Tax - Per Company $ 



LINE 
NO. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Paradise Valley Water District 
Docket No. WS41303A-140010 
Test Year Ended June 30, 2013 Rate Design 

Monthly Usage Charge Present 

Meter Size (All Classes): 
518x314 Inch Residential Low Income 
518x314 Inch 
314 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 
12 Inch 

NIA 
$ 25.1500 

26.1600 
50.3000 
90.5400 

140.8400 
276.6500 
462.7600 
930.0000 

2,245.0000 
3,228.0000 
6.034.0000 

6 Inch Paradise Valley Country Club 790.5000 

Private Fire Protection Service 10.0000 

Commodity Charge - Per 1,000 Gallons 

518x314 and 314" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

518x314 and 314" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

518x314 and 314" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

1" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

1" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

1" Meter (Commercial. Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

1.5" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80.000 gallons 
Over 80.000 gallons 

1.5" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

$ 1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

1.5" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons NIA 
Over 70,000 gallons NIA 

2" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

Company 
Proposed Rates 

$ 16.3600 
27.2701 
28.3610 
54.5403 
98.1725 

152.71 28 
299.9716 
501.7707 

1.008.3990 
2,434.2535 
3.500.1204 
6,542.6662 

857.1392 

10.0000 

$ 1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

2.1187 
2.4990 

NIA 
NIA 

1.1408 
1.3581 
2.3903 
2.9879 
3.5049 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 3 

RUCO 
Recommended Rates 

$ 13.2000 
22.0000 
22.0000 
45.0000 
80.0000 

125.0000 
250.0000 
420.0000 
850.0000 

1.780.0000 
2,558.0000 
4,783.0000 

739.6000 

10.0000 

$ 0.7700 
0.9700 
1.7200 
2.2250 
2.9530 

NIA 
NIA 

1.7200 
2.9530 

0.7700 
0.9700 
1.7200 
2.2250 
2.9530 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
Nlk 



EPCOR - Paradise Valley Water District 
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Test Year Ended June 30. 2013 Rate Design 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 2 of 3 

2" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

2" Meter (Residential, Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

3" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

3" Meter (Residentiall 
First 400,000 gallons 
Over 400,000 gallons 

3" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

3" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

4" Meter (Residentiau 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

4" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

4" Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

4" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

6" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15.001 to 40,000 gallons 
40,001 to 80.000 gallons 
Over 80,000 gallons 

6" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

6 Meter (Commercial, Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

6" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

8" Meter (Residential) 
First 5,000 gallons 
5,001 to 15.000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80.000 gallons 

First 400,000 gallons 
Over 400.000 galions 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

NIA  
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
N IA  

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 



EPCOR - Paradise Valley Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended June 30,2013 

8" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

8" Meter (Residential, Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

10" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

10" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

IO" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

10" Meter (Residential, Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

12" Meter (Residential) 
First 5,000 gallons 
5,001 to 15,000 gallons 
15,001 to 40,000 gallons 
40,001 to 80,000 gallons 
Over 80,000 gallons 

12" Meter (Residential) 
First 400,000 gallons 
Over 400,000 gallons 

12" Meter (Commercial. Industrial) 
First 400,000 gallons 
Over 400,000 gallons 

12" Meter (Residential. Commercial, Industrial) 
First 70,000 gallons 
Over 70,000 gallons 

Other Public Authoritv (All Meter Sizes) 
All Usage 

TURF (All Meter Sizes) 
All Usage 

6 Inch Paradise Valley Country Club 

Paradise Valley Fire Flow 

Rate Design 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 3 of 3 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.0500 
1.2500 
2.2000 
2.7500 
3.2259 

NIA 
NIA 

1.9500 
2.3000 

NIA 
NIA 

1.9500 

1.6800 

1.5600 

1.5600 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

2.1187 
2.4990 

2.1187 
2.4990 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.7200 
2.9530 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.9152 

2.1187 

1.7784 

1.7784 

1.7200 
2.9530 

NIA 

1.5700 

1.4600 

1.4600 



EPCOR - Paridise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 19,271 $ 52.30 $ 56.76 9 4.47 8.54% 

Median Usage 10,000 36.65 39.76 $ 3.1 1 8.50% 

RUCO Recommended 

Average Usage 19,271 $ 52.30 $ 42.90 $ (9.40) -1 7.97% 

Median Usage 10,000 36.65 30.70 $ (5.95) -16.23% 

Present 8 Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Gallons Present 
Company RUCO 
Proposed % Recommended % 

Consumption Rates Rates Increase Rates Increase 
25.15 27.27 8.43% $ 22.00 -12.52% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

26.20 
27.25 
28.30 
29.35 
30.40 
31.65 
32.90 
34.15 
35.40 
36.65 
37.90 
39.15 
40.40 
41.65 
42.90 
45.10 
47.30 
49.50 
51.70 
53.90 
64.90 
75.90 
86.90 
97.90 

111.65 
125.40 
194.15 
272.42 

28.41 
29.55 
30.69 
31.83 
32.97 
34.33 
35.69 
37.05 
38.41 
39.76 
41.12 
42.48 
43.84 
45.20 
46.56 
48.95 
51.34 
53.73 
56.12 
58.51 
70.46 
82.41 
94.36 

106.31 
121.25 
136.19 
210.89 
295.93 

8.44% $ 
8.45% $ 
8.45% $ 
8.46% $ 
8.47% $ 

8.48% $ 
8.49% $ 
8.49% $ 

8.48% $ 

8.50% $ 
8.50% $ 
8.51% $ 
8.51% $ 

8.52% $ 
8.53% $ 
8.53% $ 
8.54% $ 
8.54% $ 
8.55% $ 
8.56% $ 
8.58% $ 
8.59% $ 
8.59% $ 
8.60% 

8.52% $ 

8.61% $ 
8.62% $ 
8.63% 

22.77 
23.54 
24.31 
25.08 
25.85 
26.82 
27.79 
28.76 
29.73 
30.70 
31.67 
32.64 
33.61 
34.58 
35.55 
37.27 
38.99 
40.71 
42.43 
44.15 
52.75 
61.35 
69.95 
78.55 
89.68 

100.80 
156.43 
226.61 

~ 

-13.09% 
-1 3.61 Yo 
-14.10% 
-14.55% 
-1 4.97% 
-1 5.26% 
-1 5.53% 
-15.78% 
-16.02% 
-16.23% 
-16.44% 
-16.63% 
-16.81% 
-16.97% 
-17.13% 
-1 7.36% 
-17.57% 
-1 7.76% 
-1 7.93% 
-1 8.09% 
-I 8.72% 
-19.17% 
-1 9.51 % 
-I 9.77% 
-19.68% 
-19.62% 
-19.43% 
-16.82% 



EPCOR - Sun City Water District 
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Test Year Ended: June 30.2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-I2 
RUCO-13 
RUCO-I4 
RUCO-15 
RUCO-I6 
RUCO-I7 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 

RUCO-26 

RUCO-28 

RUCO-30 

RUCO-25 

RUCO-27 

RUCO-29 

RUCO-31 
RUCO-32 
RUCO-33 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # I 1  - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - NOT USED 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
NOT USED 
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RUCO Surrebuttal Schedule I 
Witness: Michlik 

REVENUE REQUIREMENT 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRl PTI ON 

Adjusted Rate Base $ 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 L6) $ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FA1 R 
VALUE 

26,409,285 

843,696 

3.19% 

6.87% 

1,814,318 

970,622 

1.6550 

1,606,392 

10,265,553 

11,871,945 

15.65% 

[BI 
RUCO 
FAIR 

VALUE 

22,395,411 

1,394,71 I 

6.23% 

6.09% 

1,363,881 

(30,830) 

1.6457 

I S  (50,737)i 

$ 10,528,908 

$ 10,478,171 

-0.48% 

References: 
Column [A]: Company Schedule A- I  
Column [B]: RUCO Schedules 3 and 16 



EPCOR -Sun City Water District 
Docket No. WS01303A-14-0010 
Test Year Ended June 30.2013 

RUCO Surrebuttal Schedule 2 
Witness: Mlchllk 

LINE 
- NO. DESCRIPTION 

GROSS REVENUE CONVERSION FACTOR 

W 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (L l  I L5) 

Calculation of Uncollecttible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prooerty Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (LlB-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdiustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 ~ L25) 

27 Income Taxes on Recommended Revenue (Col [E], L52) 
28 Income Taxes on Test Year Revenue (Col. 161, L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L30'L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp (L32-L33) 

35 Properly Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of Income Tax. 
39 Revenue 
40 
41 
42 
43 
44 
45 
46 
47 
46 
49 
50 
51 
52 

Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335.000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State lnconle Tax (L44 + L51) 

100.0000% 
0.4206% 

99.5794% 
38.8141% 
60.7653% 
1.645677 

100.0000% 
37.9600% 
62.0400% 
0.6780% 
0.4206% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 

1.3767% 
0.8541 % 

38.8141% 

$ 1,363,861 
1,394,711 

5 (30.830) 

$ 489,195 
508.059 

(18,864) 

S (50,737) 
0.6780% 

$ (344) 
$ 

(344) 

$ 434,534 
435,233 

(698) 
$ (50,737) 

53 Applicable Federal Income Tax Rate [Col. IE1. L51 - Col [El, L511 I lCol [E], L45 - Col. [El, L451 

Test 
Year 

$ 10,526,908 $ 
$ 8,626,139 
$ 564,364 
$ 1,336,405 

6.0000% 
$ 80,304 
$ 1,256,101 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 313,854 
$ 427,754 
$ 508,059 

RUCO 
Recommended 

(50,737) 5 10,478,171 
$ 8,625,096 
$ 564,364 
s 1,288,711 

6.0000% 
5 77,323 
$ 1,211,388 
$ 7,500 
$ 6,250 
$ 8.500 
$ 91,650 
$ 297,972 
5 411,872 
$ 489.195 

34 0000% 

Calculation of Interest Synchronization: 
54 Rate Base 
55 Weiohted Averaoe Cost of Debt 

5 22,395,411 
7 57nnvn 



EPCOR - Sun City Water District 
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Test Year Ended: June 30,2013 

RATE BASE - 

LINE 
NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred IncomeTaxes & Credits 
11 FHSD Settlement 

12 Regulatory Liability - Over-Collected Depreciation Expense 
13 Regulatory Liability - Over-Collected Depreciation Expense 
14 ' Net Regulatory Liability- Over-Collection Depre. Exp. 

ADD: 

15 Deferred Debits 

16 Working Capital Allowance 
17 Reconciling Item 

18 Original Cost Rate Base 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

ORIGINAL COST 

[AI PI [CI 
COMPANY RUCO 

AS RUCO AS 
FlLED ADJUSTMENTS ADJUSTED 

$ 76,011,241 $ (1,941,674) $ 74,069,566 
26,280,898 (2,117.287) 24,163,611 

$ 49,730,342 $ 175,612 $ 49,905,955 

$ 17,500,750 $ 845,933 $ 18,346,683 
1,375.475 1,375,475 

$ 16,125,275 $ 845,933 $ 16,971,208 

$ 6,374,283 $ $ 6,374,283 

4,903 4,903 

1,014,247 439,856 1,454,103 
90,329 

3,415,899 3,415,899 
683,180 683,180 

$ $ 2,732,719 $ 2,732,719 

225,112 (225,112) (0) 

62,870 (36,196) 26,674 
(1) (1) 

$ 26,409,285 $ (4,013,874) $ 22,395,411 

References: 
Column [A]: Company as Filed 
Column [SI: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 
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EPCOR - Sun City Water DisUlct 
Docket No. WS41303A-Id0010 
Test Year Ended: June 30.2013 

LINE ACCT COMPANY RUCO 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Surrebuttal Schedule 9 
Witness: Radlgan 

RUCO' 
RECOMMENDED 

RATE EASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AN0 ACCUMULATED DEPRECIATION 

3 
4 
5 
6 
7 
8 
10 9 

11 12 

13 
14 
15 16 

17 
18 19 

22 23 

20 
21 

24 
25 26 

27 28 

29 
30 
31 
32 
33 
34 
36 35 

37 38 

39 
40 
41 42 

43 
44 45 

48 49 

46 
47 

50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 69 

70 
71 
72 
73 
74 75 

77 76 
76 

79 
80 
81 
82 

311200 SCwater-Well2.1 
31 1200 
31 1200 
31 1200 
311200 
311200 
311200 
311200 
31 1200 
31 1200 
311200 
311200 
311200 
31 1200 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
331001 
331001 
331001 
331200 
331200 
331200 
331200 
333000 
333000 
334100 
334100 
334100 
335000 
335000 
339600 
341400 
343000 
346190 
346190 
346190 
346190 

SC water - Well 6.4 
SC water ~ Repair SC plant 5 BP1 
SC waler- Replace valves at WP5 BP8 
SC water - Well 8.2 
SC water - Well 6.2 
AF waler - Well 2.4 
Repair Theft Damage and Rewind Motor at Welt 5.4 
Plant Facilities 8 Equip AZ 
PFE Replace SC # 1 Plant production meler 
PFE Replace SC WP 2 suction 8 discharge gale va lv~  
PFE SC w Plant 2 8wste.r #1 
PFE Replace Well Pump and Mator 
PFE Replace Well Pump and Motor 
SC water - WP 5 
SC water - VFOs at WP 5 
SC water. WP 6 
SC water - TDR WP 9 
SC water - Replace Block Healer on Generator 
SC water ~ WP 1 
Replace 12' Gate and Check Valves at Well 5 5 
Replace 8'Check Valve on Bwser  1 at WP 8 
Emergency Repair and Replacernenls 
Valves replaced 
Valves replaced 
PFE SC Well 9.2 Repair Cla-Valve 
Main Breaks 
Mains Scheduled replacelrelocate AZ 
Main Breaks 
PFE Replace Well Pump and Motor 
Services replaced 
Services replaced 
Melers replaced 
Meten upldawnsizs 
Meters replaced 
Hydrants replaced 
Hydrants replaced 
SC waler- GIS Map Books 
SC water - Transportalion Equip 
Tools 8 Equipment - SC w 
SC water-SCADA 
.SC water - Telemetry and Control Proj at WP 5 
SC waler- WP6 Scada Upgrade 
SCADA - SC w 

Post Test Year Allocated 7A Comorats Plant: 
340300 EMS Webviewer-ArcGIS 
340300 GIS Data Model Conversion 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

Projecl GPS Software 
AZ Corp - Phx Oilice Improvements 
A2 IT Hardware 
AZ IT SofrWare 
Office 8 Ops Center- Cenlral Shared 
Tools .&Equip - Cenlral Shared 
Video Conferencing Solulion 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facililies 8 Equip - AZ shared 
Tools 8 Equipment. AZ shared 
Vehicles - AZshared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security. Eastern Div 
Business Systems Umrade - A2 
GIS UWradssl Enhancements - AZ 
Engineering CMMS - A2 
Engineering Project Management - A2 
Nekmhork Redundancy - AZ 
Laplops - AZ 
Monilars - AZ 

Post Test Year Allocated 6U Corporate Plant: 
340300 ArcGlS Implementation CA 
340300 
340300 ESRl Project(GIS) 
340300 
340300 SAMSWater8 Waste 

Water USA Win7 Oflice2012 - CA 

Water USA Win7 Office2012 - US 

83 340300 AZ IT Solhvaru 
84 
85 Told 
86 
87 Accumulaled Depreciation 

I Amounts may not rellecl olher adjustments 

- s  - s  
30.608 (30.608) 

(2.879) 
(289) 

(1.476) 
(7.873) 
(1.608) 

169.376 

16.208 
22.553 

4.400 
98,931 
10,622 
97.539 
(3.138) 
(3.998) 
(2,192) 

(11) 
(1,232) 

82,488 
M.035 
2.334 

146.007 
35.897 

152,351 
79,438 
04.971 

107,112 
552.482 

348.836 
76.615 
27.768 
5.536 

(3.825) 

(38.063) 
(2351 
(351 

2,380 

752 
(1.615) 
1,255 

(13) 
630 

2.228 
2.688 

773 
981 

16,606 

17 
2,362 

13,372 
48.040 
11.160 

2.879 
289 

1.476 
7.873 
1.608 

(1 69.376) 

(16.208) 
(22.553) 
(4.400) 

(98.931) 
(10.622) 
(97.539) 

3,138 
3,998 
2,192 

11 
1.232 

(82.488) 
(64.035) 
(2.334) 

(146,007) 
(35,897) 

(152.351) 
(79.438) 
(04.971) 

(107,112) 
(552.482) 

(348,836) 
(76.615) 
(27.768) 
(5.536) 
3,825 

38.063 
235 
35 

(2.380) 

(752) 
1,615 

(1.255) 
13 

(630) 
(2.228) 
(2.688) 

(773) 
(981) 

(16,606) 

(17) 
(2.362) 

(13.372) 
(48.040) 
(11,1601 

9 (9) 

S 2,189,664 S (2,189,664) S 

S 26,280.898 S (60.875) S 26 220,023 ___ 

REFERENCES 



RUCO Surr&uttal Schnduls i o  
w,tno*r: c01oy 

EPCOR - Sun City Water Dlslrid 
Docket No. WM1303A-14-0010 
Test Year Ended June 30.2013 

LINE ACCT. 
u r n  

Direct Planl: 

1 332000 
2 340300 

3411W 
341200 
346100 

3 

4 

DESCRIPTION 

RATE BASE ADJUSTMENT NO. 6 -REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI I81 [CI 
TEST YEAR ('TI") END POST TEST YEAR ("PTY") TOTAL 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED 

AMOUNT AMOUNT AMOUNT 
DEPRECIATION DEPRECIATION DEPRECIATION 

PI 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

Fire Mains 5 
Computer Software 
Tansporntion Equip Light Duty Tmks 
Transportation Equip Heavy Duty Tmks 
Communication Equipment Non-Telephone 

(0) s (11) 
(21.701) (32.402) 

(390.4%) (2.435.333) 
(16.487) (25.886) 
(45,066) (279.374) 

Total Over-Depreciated Direct Plant 5 (2,299,255) S (473.751) 5 (2.773.w61 

5 12) 
(6,480) 

(487.067) 
(5.177) 

(55.875) 

S (554.6012 

REFERENCES 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column IC]: Column [A] + Column 181 
Column ID]: Column IC1 x 20% 



EPCOR. Sun City Water Dirtrid 
Docket No. WS41303A-14-0010 
Ted Year Ended June 30.2013 

RATE BASE ADJUSTMENT NO. 7 .  REGULATORY LLABlLrrY. AZ-CORPORATE PLANT OVER-COLLECTED DEPRECLATION EXPENSE 

RUCO Sur.butt.1 S s h d u b  11 
W t n u :  Cob" 

IS1 
TOTAL 

IC1 ID1 IEI 
TUBAC CREOll 

IA1 
TOTAL ~~ 

M AZ-CORPORATE P M  AZ-CORPORATE TOTAL ALLOCATION ANNUAL 
OVER-COLLECTED OVERCOLLECTED OVER.COLLECTE0 FACTOR DEPRE. EXP. 

Allocaled Camorate Plant: DEPRECLATION EXP. DEPRECLATION U P .  AMORTlZATlON EXP. 0.142637 I 20% 

5 (24.958) S (9.888) s (34,846) I (4.970) 5 ( g W  1 3 ~ 6 2 0  S M ~  a Improvemenls ~easeh3ld 
2 340300 Compi4erSaftware (3,128,854) (721.389) (3,850,243) (549.188) (1 09.838) 
3 340330 Complder Software hher (52.912) (18.705) (71.618) (10.215) (2.M3) 

Trial Balance 

4 1568 Software Ikdamblsr 21.438 21.439 3.058 
5 1569 Software IkdamtblBSAmanaalan 1571 9181 (571.9181 181.577) 

6 5 - s  (550.478) 5 (78.519) (15.7M) Software Irta@bles Ne1 olAmorInaliin (550,478) s 

7 Total Corporate Om-Collected Depmciatan Exp S (3.757.203) S (749,982) S (4.507.185) S (M2.893) S (128,579) 

8 Dslrid's AZ-Corporale Pha over-Collected Deprecialjon Expeme lo be Credned lo Depreciation Expeme. ..... ... . ... ........ ... . .. .... .. ........ ... . . ... . S (642,893)) 

REFERENCES 
cokann[A] TeslimonyTJC 
Colmn (E]: Testimony TJC 
Calm" [Cl: Cohmn [AI + Column 161 
Column PI: Colunn [C] x DlsVict'r Albcalwn Fa& 
Colun" El: Column (Dl x 20% 





EPCOR . Sun City Water District 
DoskM No. WS01303A-14-0010 
1.11 Year Ended JON 30. 2013 

RUCO Surrobuttll SchedulD 13 
Witner*: cotey 

RATE BASE ADJUSTMENT NO 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCnON ("AFUDC') AND DEPREClAllON U P N E S E  

FA1 181 PI 
ACCT COMPANY RUCO RUCO' UNE 

NO NO DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
Defared Debils 225112 S 

J 
' hmounts MY M: reflect other Bdiustmentz 

REFERENCES 
Column [A] Compeny Flling 
Column [E) Teslimony TJC 
Column [C] Column [A] f Cdurnn [B] 



EPCOR . Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30.2013 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 10 -CASH WORKING CAPITAL 

[AI le1 [CI 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance S 62.870 5 (36.1 96) 26.674 

RUCOs Calculabon 
Cash 

Proforma Revenue Expense Net Leaaag Capilal 
Test Year Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 
Amount Days Days Days Col C - Col D Col El365 Col B ' Col F 

working 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

(A) 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Dispasal8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Oulside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Olher Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellanwus 
Maintenance Expense 

TAXES 
19 Property Taxer 
20 Taxs - Payroll 
21 Taxes -Other 
22 IncomeTax 

23 Interest Expense 

24 TOTAL 

25 

26 

' Amounts may w t  reflect olher adiuslmenls 

(6) 

1.71 1,461 
549.527 

1.540.142 
35.006 
4.661 
1.396 

331,415 
280.698 
490.722 

6,298 

288,791 
808.301 
45.805 

212.603 
462,692 
205,746 

435.233 
121,105 
97.801 

508,059 

564.364 

8,701,625 

41.24 
41.24 
41.24 
41.24 
41.24 
41 24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 
41.24 

30.63 
43.67 
48.67 
54 94 
31.06 
30.42 
30.42 
34 35 

(10.72) 
67.98 

(37.32) 
72.69 
49.83 
13.38 
39 27 
27.80 
46.89 

10.60 
(2.44) 
(7.43) 

(1 3.71) 
10.17 
10.82 
10.82 
6 88 

51.95 
(26.75) 
78 55 

(31.45) 

27.86 
1.96 

13.44 

(8 59) 

(5 65) 

41 2 4  213.25 (172.02) 
41.24 26.40 14.83 
41.24 (131.38) 172 62 
41.24 41.75 (0.52) 

41.24 91.25 (50.02) 

Cash Working Capital Requirement 

Company Working Capital Requirement 

RUCO Cash Working Capilal Adjuslment 

49,712 
(3,666) 

(31.368) 
(1.314) 

130 
41 

9,820 
5,291 

69,845 
(461) 

(24.886) 
(19,029) 

3,496 
1,144 

17.031 
(3.186) 

(205.114) 
4.921 

46.252 
(717) 

(77.333) 

(159.391 2 

(123.195) 

(36,196) 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.201 3 

RATE BASE ADJUSTMENT NO. 11 *REGULATORY ASSET - ACRM DEFERRED 08M CHARGES 

RUCO Surrebuttal Schedule 15 
Witness: Coley 

1 NO. I NO. 1 
Regulatory Asset - ACRM Deferred 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [E] 



EPCOR ~ Sun City Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 16 
Witness: Cole" 

RATE BASE ADJUSTMENT NO. 12 -SURREBUTTAL ADJUSTMENTS 

[AI (sl [C] 
COMPANY RUCO RUCO' 
PROPOSED ADJUSTMENTS RECOMMENDED 

LINE ACCT 
NO. NO. DESCRIPTION 

1 

2 

90,329 5 (90.329) S Regulatory Liability - Low-Income Reclassed lo Revenue $ 

5 1,014,247 $ 439.856 Ib 1,454,103 
Deferred Income Taxes 8 Credils 

' Amounts may not reflect oher adjustments. 

REFERENCES: 
Column [AI: Company Filing 
Column [El: Testimony JMM 
Column [Cl: Column [A] +Column [E] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERA T/NG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (6): RUCO Schedule 18 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 

[AI PI [Cl [Dl [El 
C 0 M P A N Y 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 

RUCO 

AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 10,103,166 $ 233,245 $ 10,336,411 $ (50.737) $ 10,285,675 

162.387 30,110 192,497 192,497 

$ 10,265,553 $ 233,245 $ 10,528,908 $ (50.737) $ 10,478,171 

$ 1,711,461 

1,557.580 

34,119 
4,661 
1,396 

510,069 
280,698 
490,722 

6,298 
101,188 
288,791 
834,153 
45,805 

212,603 
462,692 
205,746 

1,916,821 
434,142 
218,906 
104,004 

$ 
549,527 
(17.438) 

887 

(178,654) 

(43,684) 

12,480 

(1,015,921) 
1,091 

4 0 4,O 5 5 

$ 1,711,461 
549,527 

1,540,142 

35.006 
4,661 
1,396 

331,415 
280.698 
490,722 

6,298 
57,504 

288.791 
846,633 
45,805 

212,603 
462,692 

- 205,746 
900,900 
435,233 
218,906 
508,059 

(344) 

(698) 

(18.864) 

$ 1,711,461 
5 4 9,5 2 7 

1,540,142 

35,006 
4,661 
1,396 

331.415 
280,698 
490,722 

6,298 
57.504 

288,791 
846,289 

45,805 
212,603 
462,692 
205,746 
900,900 
434,534 
218,906 
489,195 

$ 9,421,857 $ (287,658) . $ 9,134,197- $ '  (19,906j $ 9,114,291 
$ 843.696 $ 520,903 $ 1.394.711 $ (30.830) $ 1.363.881 





EPCOR - Sun City Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED AD JUSTM ENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

$ - $  - $  

$ 1,557,580 $ 17,893 $ 1,575,473 

$ 34,119 $ 479 $ 34,598 

9 Customer Accounting $ 834,153 $ 12,480 $ 846,633 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

I 

LINE 
NO. 

RUCO Surrebuttal Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

$ - $  - $  

$ 1,557,580 $ 17,970 $ 1,575,550 

$ 34,119 $ 408 $ 34,527 

3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

3 Purchased Water $ - $  - $  
4 
5 Fuel and Power $ 1,557,580 $ 17,970 $ 1,575,550 
6 

7 Chemicals $ 34,119 $ 408 $ 34,527 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 3 -ADD CAP CHARGES TO BASE RATES 

[AI [BI [CI 
I LINE I I COMPANY I RUCO I RUCO I I NO. I DESCRIPTION 1 PROPOSED I ADJUSTMENTS I RECOMMENDED 

1 Purchased Water $ - $  549,527 !$ 549,527 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[AI [Bl [CI 
I LINE I I COMPANY I RUCO I RUCO I I NO. I DESCRIPTION I PROPOSED 1 ADJUSTMENTS 1 RECOMMENDED 

1 Fuel& Power $ 546,720 $ (53,302) $ 493,418 

Mohave Water District $ (128) 

Tubac Water District $ (1 3) 

Paradise Valley Water District $ (41,231) 
Sun City Water District $ (53,302) 

Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  - $  



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

COMPANY RUCO RUCO' 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

3 
4 Short-Term Incentive Plan (STIP) $ (1 34,672) 
5 Mid-Term Incentive Plan (MTIP) (48.534) 

(1,278) 6 

7 Advertising, Promotions, and Donations (5,627) 

RUCOs Summary of Corporate Allocation Disallowances 

IT Affiliated Charges Expenses - Account 5628 

8 Total $ (1 90,111 ) 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 25 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

RECOMMENDED 

Allocation 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

Company Proposed RUCO Recommended Rate Case Normalized 
Percentage Rate Case Expense 

25% $ 161,530 $ 80,765 $ 26,922 
40% $ 262,102 $ 131,051 $ 43,684 

3% $ 17,890 $ 8,945 $ 2,982 
5% $ 30,160 $ 15,080 $ 5,027 

100% $ 650,000 $ 325,000 $ 108,333 

Expense over 3 Years 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 26 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

[AI P I  [Cl 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Maintenance Expense $ - $  - $  

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR -Sun City Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page I of 3 

PLANT In NonDepreciable DEPRECIABLE 
SERVICE or Fully Depreciated PLANT DEPRECIATION 
Per RUCO PLANT (Col A - COI 6) RATE 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40' 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

301000 
303200 
303300 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304800 
305000 
307000 
309000 
310000 
31 1000 
311100 
31 1200 
311300 
311400 
311500 
311530 
320100 
320200 
330000 
330200 
331001 
331100 
331200 
331300 
331400 
332000 
333000 
334100 
334200 
334300 
335000 
336000 
339100 
339500 
339600 
340100 
340200 
340300 
340310 
340325 
340500 
341100 

341 200.0 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
346200 
346300 
347000 

Organization 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land 8 Land Rights TBD 
Land 8 Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Miscellaneous 
Collect S Impounding 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Pumping Equipment Steam 
Other Pwer Production 
Pumping Equipment Electric 
Pumping Equipment Diesel 
Pumping Equipment Hydraulic 
Pumping Equipment Other 
Pumping Equipment Water Treatment 
Water Treatment Equipment Non-Media 
Solution Chemical Feeders 
Distribution Reservoirs 8 Standpipes 
Ground Level Tanks 
TD Mains Not Classified by Sue 
TD Mains 4in S Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Fire Mains 
Services 
Meters 
Meter Installations 
Meter Vaults 
Hydrants 
Backflow Preventors 
Other P/E-Intangible 
Other PIE-TD 
Other PIE-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Computer Software Mainframe 
Computer Software Customized 
Other Office Equipment 
Transportation Equip Light Duty Truks 
Transportation Equip Heavy Duty Truks 
Transportation Equipment Other 
Stores Equipment 
Tools.Shop.Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8, Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Miscellaneous Equipment 
Less: Youngstown 

63 Total Direct Plant 

EXPENSE 

$ 471 $ 
$ 268.738 $ 
$ 8.456 $ 
$ 10,493 $ 
$ 2.125 $ 
$ - 8  
$ 4,467,063 $ 
$ 126,815 $ 
$ 34,162 $ 
$ 374,292 $ 
$ 47.528 $ 
$ 1383,151 $ 
$ 314 $ 
$ 3.812.341 $ 
$ 787,835 $ 
$ 1,430,917 $ 
$ - $  
$ 4,473 $ 
$ 10.873.026 $ 
$ 213,446 $ 
$ 16,219 $ 
$ 210,006 $ 
$ 35,035 $ 

$ 120,791 $ 
$ 5.621.435 $ 

$ 794,743 $ 

$ 88.434 $ 
$ 979,479 $ 
$ 13,290,123 $ 
$ 4,163,270 $ 
$ 5,251,696 $ 
$ 152,237 $ 
$ O $  
$ 6,417.380 $ 
$ 5,243,715 $ 
$ 660,094 $ 
$ 952 $ 
$ 2,837,269 $ 
$ 7.036 $ 
$ - $  
$ 523 $ 
$ 174,117 $ 
$ 779,242 $ 
$ 223.286 $ 
$ 43,402 $ 
$ 9,105 $ 
$ 16,914 $ 
$ 3.854 $ 
$ 976.241 $ 
$ 54,958 $ 
$ 89.236 $ 
$ 20,135 $ 
$ 376.007 $ 
$ 107.428 $ 
$ 151.899 $ 
$ 218.768 $ 
$ 434.766 $ 
$ 1,126 $ 
$ 174,797 $ 
$ 10,219 $ 

471 $ 
268.738 $ 

8.456 $ 
10,493 $ 
2,125 $ 

- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- 8  
- $  

43,402 $ 
- $  
- $  
- $  

976,241 $ 
54.958 $ 

- $  
- $  
- 5  
- $  
- $  

218.768 $ 
- 9  
- $  
- $  
- $  

4.467.063 
126.81 5 
34.162 

374,292 
47.528 

31 4 
3.812.341 

787.835 
1,430,917 

4.473 
10,873,026 

213,446 
16,219 

210,006 
35.035 

794,743 
120,791 

5,621,435 
88,434 

979.479 
13,290,123 
4,163,270 
5,251,696 

152,237 
0 

6,417,380 
5,243,715 

660.094 
952 

2337,269 
7,036 

523 
174,117 
779,242 
223.286 

9,105 
16,914 
3.854 

i.3a3.151 

89.236 
20,135 

376,007 
107.428 
151.899 

434,766 
1,126 

174,797 
10,219 

0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
2.50% $ 
1.67% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

1.54% $ 
1.54% $ 

1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.50% $ 
2.00% $ 
6.67% $ 
3.33% $ 
3.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
6.67% $ 

20.00% $ 
14.29% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
6.25% S 

10.00% $ 

2.00% $ 

F - F  - P  0.00% $ 
$ 73.601.581 $ 1,583,653 $ 72,017,929 $ 2.077.844 

89.341 
2,536 

683 
9,357 
1.188 

34,579 
5 

95,309 
13,131 
47,697 

179 
434,921 

8,538 
649 

8.400 
1,401 

39,737 
12.079 
86,484 

1.361 
19,590 

189.859 
59.475 
75,024 
2,175 

0 
160,434 
436,976 

16,502 
24 

56,745 
469 

17 
5.804 

35,066 
22,329 

1.821 
3,383 

257 

14.873 
805 

15,040 
4.297 
7.595 

43.477 
113 

17.480 
639 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedult 
Witness: Mic 

Page 2 

OPERATING INCOME ADJUSTMENT NO. 9 -DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 304500 Structures 8 Improvements General 
3 304620 Structures 8 Improvements Leasehold 
4 334100 Meters 
5 339600 Other PIE-CPS 
6 340100 Office Furniture 8, Equipment 
7 340200 Computer & Periphal Equipment 
8 340300 Computer Software 
9 340330 Computer Software Other 
10 344000 Laboratory Equipment 
11 346100 Communication Equipment NoeTelephone 
12 346190 Remote Control 8, Instrument 
13 346200 Communication Equipment Telephone 
14 346300 Communication Equipment Other 
15 347000 Miscellaneous Equipment 
16 Total Corporate Plant Allocation 
17 
18 Post Test Year Plant 

$ 13,904 $ 
$ 2.838 $ 
$ 1.675 $ 
$ 52,046 $ 
$ 180.156 $ 
$ 116,741 $ 
$ 2.150 $ 
$ 909 $ 
$ 2,464 $ 
$ 26,542 $ 
$ 2.168 $ 
5 7.612 $ 
$ 699 $ 

13,904 
2.838 
1,675 

52,046 
180,156 
116.741 

2,150 
909 

2.464 
26.542 

2.168 
7,612 

699 

250% $ 
250% $ 
833% $ 
3 33% $ 1. 
450% $ 8. 

1000% $ 11. 
2000% $ 
2000% $ 
400% $ 

1000% $ 2. 
1000% $ 
1000% $ 
1000% s 

$ 58.082 $ - $  58.082 6.25% $ 3. 
$ 467.985 $ - $  467.985 $ 30. 

307000 
31 1200 
311200 
311200 
311200 
311200 
311200 
311200 
311200 
31 1200 
31 1200 
31 1200 
311200 
311200 
311200 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
3201 00 
320100 
331001 
331001 
331001 
331200 
331200 
331 200 
331200 
333000 
333000 
334 100 
334100 

334100.0 
335000.0 
335000 
339600 
341400 
343000 
346190 
346190 
346190 

.. 346190 
64 Total Post Test Year Plant 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 

Replaced Well 8.3 $ 
SC water - Well 2.1 $ 
SC water - Well 6.4 $ 
SC water - Repair SC plant 5 BP1 $ 
SC water - Replace valves at WP5 BP8 $ 
SC water - Well 8.2 $ 
SC water - Well 6.2 $ 
AF water - Well 2.4 $ 
Repair Theft Damage and Rewind Motor at Well 5.4 $ 
Plant Facilities & Equip AZ $ 
PFE Replace SC # 1 Plant production meter $ 
PFE Replace SC WP 2 suction & discharge gate valves, ana $ 
PFE SC w Plant 2 Booster #1 $ 
PFE Replace Well Pump and Motor $ 
PFE Replace Well Pump and Motor $ 
SC water - WP 5 $ 
SC water - VFDs at WP 5 $ 
SC water - WP 6 $ 
SC water - TDR WP 9 $ 
SC water - Replace Block Heater on Generator $ 
SC water - WP 1 $ 
Replace 12" Gate and Check Valves at Well 5.5 $ 
Replace 8" Check Valve on Booster 1 at WP 8 $ 
Emergency Repair and Replacements $ 
Valves replaced $ 
Valves replaced $ 
PFE SC Well 9.2 Repair Cla-Valve $ 
Main Breaks $ 
Mains Scheduled replace/relocate AZ $ 
Main Breaks $ 
PFE Replace Well Pump and Motor $ 
Services replaced $ 
Services replaced $ 
Meters replaced $ 
Meters up/downsize $ 
Meters replaced $ 
Hydrants replaced $ 
Hydrants replaced $ 
SC water - GIS Map Books $ 
SC water - Transportation Equip $ 
Tools 8. Equipment ~ SC w $ 
SC water - SCADA 9 
SC water - Telemetry and Control Proj at WP 5 $ 
SC water - WP6 Scada upgrade $ 
SCADA - SC w 

2.50% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
2.00% $ 
2.00% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% 5 
1.43% $ 
2.50% $ 
2.50% $ 
8.33% $ 
8.33% $ 
8.33% $ 
2.00% $ 
2.00% $ 
3.33% $ 

16.67% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 

- $  - $  13.84% $ 
- 5  - 5  $ 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

DEPRECIATION PLANT In NonDepreciable DEPRECIABLE 
DEPRECIATION EXPENSE ACCT SERVICE or Fully Depreciated PLANT 

NO. DESCRIPTION Per RUCO PLANT (Col A - COI 9) RATE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

(Col C x Col D) 

340300 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 

EMS Webviewer-ArcGIS 
GiS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Of'fice Improvements 
AZ IT Hardware 
AZ IT Software 
Of'fice 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools & Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security- Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 

20.00% $ 
20.00% $ 
20.00% $ 
2.50% $ 

10.00% $ 
20.00% $ 
2.50% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
16.67% $ 
20.00% $ 
20.00% $ 
20.00% $ 
16.67% $ 
16.67% $ 
16.67% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% s 

1,583,653 $ 72,485.914 $ 2,107,961 $ 74,069,566 $ 

43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Deprecialion Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment lo Depreciation Expense 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulalory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Total RUCO Adjustments (lines 177+179+184) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [C]. Column [A] - Column [B] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D]  

$2,773,006 
$642.893 

S 2,107,961 
$ 533,688 
$ 1,574,072 

$ 1.899.602 

$ (325,530) 

$ (7.21 1) 

$ (554,601) 
$ (1 28,579) 
9 (683.180) 

$ (1,015,921) 

$ 1,916.821 

$ 900,900 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

NO. 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

Property Tax Calculation AS ADJUSTED RECOMMENDED 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 10,528,908 
2 

21,057,816 
10,528,908 
31,586,724 

3 
10,528,908 

2 
21,057,816 

18,237 

21,076,054 
18.1% 

3,811,183 
1 1.41 99% 

$ 435,233 
434,142 

$ 10,528,908 
2 

$ 21,057,816 
$ 10,478,171 

31,535,988 
3 

$ 10,511,996 
2 

$ 21,023,992 
18,237 

$ 
$ 21,042,229 

$ 3,805,066 

$ 

18.lo/o 

11.41 99% 

$ 1,091 
$ 434,534 
$ 435,233 
$ (698) 

$ (698) 
(50,737) 

1.376706% 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
- NO. 

1 
DESCRIPTION 

2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$I 0,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 

22,395,411 22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 2.52% 

564,364 24 Synchronized Interest 
25 
26 

27 Income Tax - Per RUCO $ 508,059 
28 Income Tax - Per Company $ 104,004 
29 RUCO Adjustment $ 404,055 

Test Year 
10,528,908 
8,626,139 

564,364 
1,338,405 

6.0000% 
80,304 

1,258,101 
7,500 
6,250 
8,500 

91,650 
31 3,854 
427,754 
508,059 

$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 

$ 



EPCOR - Sun City Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30.2013 

LINE 
NO. DESCRIPTION 

RUCO Surrebuttal Schedule 30 
Witness: Michlik 

COMPANY RUCO RUCO’ 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

Corporate Allocation $ 510,069 $ 11,457 $ 521,526 

RUCO’s Adjustment to Surrebuttal Direct Surrebuttal Adjustment 

Mid-Term Incentive Plan (MTIP) $ (48,534) $ (27,747) $ 20,787 
Short-Term Incentive Plan (STIP) $ (134,672) $ (134,672) $ (0) 

IT Affiliated Charges Expenses - Account 5628 $ (1,278) $ (1,278) $ (0) 
Advertising, Promotions and Donations $ (5,627) $ (5,154) $ 473 
Confidential Information $ - $  (9,803) $ (9,803) 
Total $ (190,111) $ (178,654) $ 11,457 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - S u n  City Water District 
Docket No. WSO1303A-140010 
Test Year Ended June 30.2013 Rate Design 

Monthly Usage Charge Present 

Meter Size fAll Classes): 
518x314 Inch - Residential Low Income 
518x314 Inch 
314 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 

2 Inch Irrigation 
Irrigation Raw 
Public Interruptible -Peoria 

Monthly Service Charge for Fire Sprinkler 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 

$ 4.3800 
8.7600 
8.7600 

21 .a900 
43.7800 
70.0500 

140.1000 
218.9000 
437.8100 
700.5000 

77.5900 
8.1600 

9.7300 
9.7300 
9.7300 

14.0100 
20.1400 

Private Hydrant Standby - Peoria 8.2200 

Commodity Charge - Per 1,000 Gallons 

518x314 and 314" Meter (Residential) 
First 1.000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12.000 gallons 
Over 12,000 gallons 

518x314 and 314" Meter (Commercial) 
First 9,000 gallons 
Over 9,000 gallons 

1" Meter (Residential) 
First 1.000 aallons 
1,001 to 3.000 gallons 
3.001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

1" Meter (Commercial) 
First 20,000 gallons 
Over 20,000 gallons 

1" Meter (Commercial) 
First 12,000 gallons 
Over 12,000 gallons 

1 .5  Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

1 .5  Meter (Residential) 
First 40.000 gallons 
Over 40.000 gallons 

1.5 Meter (Commercial) 
First 40,000 gallons 
Over 40,000 gallons 

1.5" Meter (Residential and Commercial) 
First 35,000 gallons 
Over 35,000 gallons 

2" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3.001 lo 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

$ 0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

1.3621 
1.9896 

NIA 
NIA 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

N/P 
NIA 

1.3621 
1.989E 

NIA 
NIA 

0.7297 
10702 
1.3621 
16538 
1.989E 

Company 
Proposed Rates 

$ 6.4228 
10.7047 
10.7047 
26.7618 
53.5236 
85.6378 

171 2755 
267.6180 
535.2360 
856.3776 

94.8150 
9.9715 

10.8100 
10.81 00 
10.8100 
15.5651 
22.3755 

9.1324 

$ 0.7500 
1.3702 
1.6602 
1.9002 
2.1202 

1.8302 
2.1202 

0.7500 
1.3702 
1.6602 
1.9002 
2.1202 

1.8302 
2.1202 

NIA 
NIA 

NIA 
N/A 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 

NIA 
NIA 
N /A 
NIA 
N /A 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 2 

RUCO 
Recommended Rates 

$ 4.3800 
8.7600 
8.7600 

21.8900 
43.7800 
70.0500 

140.1000 
2 18.9000 
437.8100 
700.5000 

77.5900 
8.1600 

9.7300 
9.7300 
9.7300 

14.0100 
20.1400 

8.2200 

$ 0.7500 
1.1000 
1.3800 
1.6900 
2.1940 

1.3800 
2.1940 

0.7500 
1.1000 
1.3800 
1.6900 
2.1940 

NIA 
NIA 

1.3800 
2.1940 

NIA 
N/A 
NIA 
NIA 
NIA 

N/A 
NIA 

NIA 
NIA 

1.3800 
2 1940 

NIA 
NIA 
N/A 
NIA 
NIA 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30.2013 Rate Design 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 2 of 2 

2" Meter (Residential) 
First 64.000 gallons 
Over 64,000 gallons 

2" Meter (Commercial) 
First 64,000 gallons 
Over 64,000 gallons 

3 Meter (Residential) 
First 1.000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

3 Meter (Residential) 
First 131,000 gallons 
Over 131,000 gallons 

3 Meter (Commercial) 
First 131,000 gallons 
Over 131.000 gallons 

4 Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 lo 9,000 gallons 
9,001 to 12.000 gallons 
Over 12,000 gallons 

4" Meter (Residential) 
First 205,000 gallons 
Over 205,000 gallons 

4 Meter (Commercial) 
First 205,000 gallons 
Over 205.000 gallons 

6 Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

6 Meter (Residential) 
First 415,000 gallons 
Over 415,000 gallons 

6 Meter (Commercial) 
First 415,000 gallons 
Over 415.000 gallons 

8" Meter (Residential) 
First 1,000 gallons 
1,001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12,000 gallons 
Over 12,000 gallons 

8" Meter (Residential) 
First 670,000 gallons 
Over 670,000 gallons 

8" Meter (Commercial) 
First 670,000 gallons 
Over 670,000 gallons 

3 Inch - Public lnteruptible (All Gallons) 

Public lnteruptible - Peoria (All Gallons) 

2 Inch Irrigation (All Gallons) 

lrrigaiion - Raw Water (All Gallons) 

Private Hydrant - Peoria (All Gallons) 

Central Arizona Project - Raw Water (All Gallons) 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

NIA 
NIA 

1.3621 
1.9896 

1.1632 

1.1632 

12551 

10037 

11400 

0 8480 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
N/A 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1 .E302 
2,1202 

1 A302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

NIA 
NIA 

1.3958 

1.3958 

1.5061 

1.2044 

1.3680 

1.3800 
2.1940 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1.3800 
2.1940 

NIA 
NlA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1,3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1.3800 
2.1940 

NIA 
NIA 
NIA 
NIA 
NIA 

1.3800 
2.1940 

1.3800 
2.1940 

1.1632 

1.1632 

1.2551 

10037 

1.1400 

0 8480 



EPCOR - Sun City Water District 
Docket No. WS41303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 7,203 $ 17.36 $ 21.17 $ 3.82 22.00% 

Median Usage 6,000 15.72 19.18 $ 3.46 22.01% 

RUCO Recommended 

Average Usage 7,203 $ 17.36 $ 17.51 $ 0.16 0.89% 

Median Usage 6,000 15.72 15.85 $ 0.13 0.85% 

Present 8 Proposed Rates (Without Taxes) 
General Service 518 x 3/4-lnch Meter 

Gallons 
Consumption 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18.000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

Present 
Rates 

$ 8 76 
$ 9 49 
$ 10 56 
$ 11 63 
$ 12 99 
5 14 35 
$ 15 72 
$ 1708 
$ 18 44 
$ 19 80 
$ 21 46 
$ 23 11 
$ 24 76 
$ 26 75 
$ 28 74 
$ 30 73 
$ 32 72 
$ 34 71 
$ 36 70 
$ 38 69 
$ 40 68 
$ 50 63 
$ 60 58 
$ 70 53 
$ 80 47 
$ 90 42 
S 100 37 
$ 150 11 
$ 199 85 

Company RUCO 
Proposed % Recommended Yo 

Rates Increase Rates Increase 
$ 10.70 22.20% $ 8.76 
$ 11.45 20.71% $ 9.51 
$ 12.82 21.45% $ 10.61 
$ 14.20 22.06% $ 11.71 
$ 15.86 22.04% $ 13.09 ' 

$ 17.52 22.02% $ 14.47 
$ 19.18 22.01% $ 15.85 
$ 20.84 22.00% $ 17.23 
$ 22.50 21.99% $ 18.61 
$ 24.16 21.98% $ 19.99 
$ . 26.06 21.44% $ 21 6 8  
$ 27.96 20.97% $ 23.37 
$ 29.86 20.56% $ 25.06 
$ 31.98 19.52% $ 27.25 
$ 34.10 18.63% $ 29.45 
$ 36.22 17.84% $ 31 6 4  

$ 40.46 16.55% $ 36.03 
$ 42.58 16.01% $ 38.22 
$ 44.70 15.52% $ 40.42 
s 46.82 15.09% $ 42.61 
$ 57.42 13.41% $ 53.58 
$ 68.02 12.29% $ 64.55 
$ 78.62 11.48% $ 75.52 
$ 89.22 10.87% $ 86.49 
$ 99.82 10.40% $ 97.46 
$ 110.42 10.02% $ 108.43 
$ 163.43 6.87% $ 163.28 
S 216.43 8.30% $ 218.13 

$ 38-34 17.16% $ 33.84 

0.00% 
0.21% 
0.47% 
0.69% 
0.75% 
0.81% 
0.85% 
0.89% 
0.92% 
0.95% 
1.04% 
1.12% 
1.19% 
1.87% 
2.45% 
2.96% 
3.40% 
3.80% 
4.15% 
4.46% 
4.75% 
5.83% 
6.56% 
7.09% 
7.48% 
7.79% 
8.03% 
8.78% 
9.15% 



EPCOR - Tubac Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-I 1 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 

RUCO-24 
RUCO-23 

RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 
RUCO-29 
RUCO-30 
RUCO-31 
RUCO-32 
RUCO-33 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 -CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - REGULATORY ASSET - ACRM DEFERRAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 12 - SURREBU'TTAL ADJUSTMENTS 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - REMOVE ACRM DEFERRED OBM COSTS 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX WPENSE 
OPERATING INCOME ADJUSTMENT # 11 -TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBU'TTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
ACRM TYPICAL BILL 



EPCOR - Tubac Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. DESCRl PTl ON 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Adjusted Rate Base $ 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) 

$ 

$ 

Required Increase in Revenue (%) 

RUCO Surrebuttal Schedule 1 

REVENUE REQUIREMENT 

[AI 
COMPANY 

FA1 R 
VALUE 

1,607,775 

(1 31,793) 

-8.20% 

6.87% 

1 10,454 

242,247 

1.6589 

401,874 

579,194 

981,067 

69.3 8 Yo 

Witness: Michlik 

PI 
RUCO 
FAlR 

VALUE 

1,383,708 

(61,238) 

-4.43% 

6.09% 

84,268 

145,506 

1.41 62 

IS 206,070 

$ 537,388 

$ 743,458 

38.35% 

References: 
Column [A]: Company Schedule A-I 
Column [B]: RUCO Schedules 3 and 16 



EPCOR - Tubac Water Distrlct 
Docket No. WS01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Facfor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (Line 23) 

Revenue Conversion Factor (L l  I L5) 

Calculation of Uncollectfible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (LIZ - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State IncomeTax Rate (L13 +L16) 

Calculation of Effective ProDertv Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined IncomeTax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (L20'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [B]. L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L30'L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncorne Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third lnconie Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - 9335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

[AI 

100.0000% 

70.6097% 
1.416235 

100.0000% 
27.7436% 
72.2564% 
0.5773% 
0.4171% 

100.0000% 
6.0000% 

94.0000% 
23.1315% 
21.7436% 

27.7436% 

100.0000% 
27.7436% 
72.2564% 

1.7016% 
1.2295% 

28.9731% 

$ 84,268 
(61,238L 

$ 145,506 

$ 13,578 
(42,290) 

55,868 

$ 206,070 
0.5773% 

$ 1,190 
$ 

1,190 

$ 31,191 
27,685 

3,506 
$ 206,070 

Test 
Year 

$ 640,917 
$ 537,388 

$ 34,869 
$ (138.398) 

'6.0000% 
$ (8,304) 
$ (130.094) 

(33,987) 
$ (42,290) 

RUCO 
Recommended 

$ 206.070 $ 743,458 
$ 645,613 
$ 34,869 
$ 62,976 

6.0000% 
$ 3,779 
$ 59,198 
$ 7,500 
$ 2,299 
$ 
$ 
$ 
$ 9,799 
$ 13.578 

I 53 Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [B]. L51] / [Col. [E], L45 - Col. [B], L45j 23.1 315% 



EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 4 
5 Less: Accumulated Amortization 
6 Net CIAC 

7 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred Income Taxes & Credits 

11 Regulatory Liability - Over-Collected Dep. Exp. 
12 Less: Amortization of Reg. Liab. 
13 Net Regulatory Liability 

Advances in Aid of Construction (AIAC) 

ADD: 

14 Regulatory Asset - Deferred ACRM O&M 
15 Less: Amortization of Reg. Asset - ACRM 
16 Net Regulatory Asset for ACRM 

17 Deferred Debits 

18 Working Capital Allowance 
19 Reconciling Item 

20 Original Cost Rate Base 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 

[AI 

u 
COMPANY 

AS 

$ 6,467,719.17 
1,942,237.86 

$ 4,525,480 

$ 1,076,185 
45,823 

$ 1,030.362 

$ 1,952,127 

517 

26,304 

RUCO 
ADJUSTMENTS 

$ (272.065) 
(278,631 j 

$ 6,567 

$ 74,010 

$ 74,010 

11,409 

69,987 
13,997 

$ 55,990 

[CI 
RUCO 

AS 
ADJUSTED 

$ 6.195.654 
1,663,607 

$ 4,532,048 

$ 1,150,195 
45,823 

$ 1,104,372 

$ 1,952,127 

517 

37,713 

69,987 
13,997 

$ 55,990 

83,390 

8,215 
(0) 

$ 1,607,775 

(83,390) 

(5,835) 

$ (238.065) 

0 

2,379 
(0) 

$ 1,383,708 
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EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 9 
Witness: Radigan 

RATE BASE ADJUSTMENT NO. 5 - POST TEST YEAR PLANT ADJUSTMENTS 

NO. 1 DESCRIPTION PROPOSED I ADJUSTMENTS I RECOMMENDED Post Test Year Direct Plant: 
331001 Tubac water - Valves Reolace z 1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

49 
50 
51 
52 
53 
54 

55 

56 

31 1200 Tubac -Well 3 
339600 Tubac water - GIS Map Books 
31 1200 Tubac water - Rebuild motor Well 3 
31 1200 Tubac water - Well 5 
31 1200 Tubac -Well 3 
31 1200 Tubac water - Palo Parado WP 8 BS 
331200 Main Breaks 
334100 Meters replaced 
333000 Services replaced 
31 1200 Plant Facilities 8 Equip AZ 
331001 Valves Replace - Tubac 
335000 Hydrants Replace - Tubac 
343000 Tools 8 Equipment - Tubac 
335000 Hydrants replaced 
334100 Meters replaced 
333000 Services replaced 
331001 Valves replaced 
31 1200 Plant Facilities 8 Equip A2 
334100 RPNB PFE Rep1 8 Well Meter 
334100 PFE Rep1 8" Well Meter 

Post Test Year Allocated Corporate Plant: 
340300 EMS Webviewer-ArcGIS 
340300 GIS Data Model Conversion 
340300 Project GPS Software 
304600 AZ Corp - Phx Office Improvements 
340200 A2 IT Hardware 
340300 AZ IT Software 
304600 Office 8 Ops Center - Central Shared 
343000 Tools 8 Equip - Central Shared 
346200 Video Conferencing Solution 
340200 Laptops 
340200 Servers 
341400 Vehicles 
304620 Office & Ops Center - Phx Office 
304600 Office 8 Ops Center - Central Div 
343000 Plant Facilities & Equip - A2 shared 
343000 Tools & Equipment - A2 shared 
341400 Vehicles - A2 shared 
341400 New Valve Truck for Eastern Division 
346100 Security - Central Div 
346100 Security - Eastern Div 
340300 Business Systems Upgrade - A2 
340300 GIS Upgrades/ Enhancements - A2 
340300 Engineering CMMS - A2 
340300 Engineering Project Management - A2 
340200 Network Redundancy - A2 
340200 Laptops - A2 
340200 Monitors - A2 

8479005 
340300 ArcGlS Implementation CA 
340300 Water USA Win7 Office2012 - CA 
340300 ESRl Project (GIS) 
340300 Water USA Win7 Office2012 - US 
340300 SAMSWater & Waste 
340300 AZ IT Software 

(7.995) $ 
(3,389) 

(159) 
(290) 

(1,943) 
(1.631) 

(11,079) 
5,460 

461 

440 
7,107 

21,417 
(6.500) 
2,390 
7,891 
7,936 

62 

20 
(42) 
33 
(0) 
16 
58 
70 
20 
25 

43 1 

0 
61 

347 
1,246 

289 
0 (0) 

$ 22,750 $ (22.750) $ 
Total 

(1,385) $ 1,940,853 Accumulated Depreciation $ 1,942,238 $ 

I Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column [e]: Testimony FR 
Column ICI: Column IAl + Column IB1 



EPCOR - Tubac Water District 
Docket No. WS41303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebulbl Schedule 10 

LINE ACCT. 
N 0 . m  

Direct Plant: 

1 340200 
2 341100 

3 

d 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

1 4  I61 IC1 
TESTYEAR ("TY") END POST TESTYEAR("PTY") TOTAL 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED 
DEPRECIATION DEPRECIATION DEPRECIATION 

DESCRIPTION AMOUNT AMOUNT AMOUNT 

Computer & Peripheral Equipment $ (3.769) $ 
Transportation Equip Light Duty Trucks (42,412) 

(267) 0 (4,036) 
(6.866) (49.278) 

Total Over-Depreciated Direct Plant $ (46.181) S (7.134) $ (53,314) 

District's Direct Plant OverCollected Depreclahon Expense to be Credited to Depreciation Expense _..._,_......... ..__..____.,.....,. $ (53.314)l 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [E] 
Column [DI: Column [Cl x 20% 

Witness: Coley 

ID1 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (807) 
(9.856) 

(10.663) 



EPCOR - Tubac Water District 
Docket No. WS41303A-144010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

Allocated Corporate Plant: 

1 304620 Structures & Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

Trial Balance 

4 1568 Software Intangibles 
5 1569 Sobare Intangibles Amortization 

6 

7 

Software Intangibles Net of Amorliization 

Total Corporate OverCoIIected Depreciation Exp 

PI 
TOTAL 

TY AZ-CORPORATE 
OVERCOLLECTED 

DEPRECIATION EXP. 

S (24.958) 
(3,128,854) 

(52,912) 

21,439 
(571.918) 

s (550,4781 

s (3.757.203) 

181 
TOTAL 

PTY AZ-CORPORATE 
OVER-COLLECTED 

DEPRECIATION EXP. 

5 (9.888) 
(721.389) 
(18.705) 

[CI 

TOTAL 
OVER-COLLECTED 

AMORTIZATION EXP. 

S (34.846) 
(3,850.243) 

(71,618) 

[D 1 (€1 
TUBAC CREDIT 

ALLOCATION ANNUAL 
FACTOR DEPRE. EXP. 

L-1 20% 

S (129) $ (26) 
(14,243) (2.849) 

(265) (53) 

s 

S (749.982) 

21,439 
(571,918) 

5 (550.478). 

S ( l  4.507.185 

79 
(2.116L 

rs (2,036) (407) 

S (16,673) (3.335) 

8 Districfs AZ-Corporale Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense _.__ 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [A] +Column [E] 
Column (01: Column [C] x District's Allocation Factor 
Column [E]: Column [D] x 20% 

... .... . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . 



EPCOR - Tubac Water District 
Docket No. WS-0 1303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

~. RUCO' 
RECOMMENDED DESCRIPTION I PROPOSED 1 ADJUSTMENTS 1 1 

$ 1,076,165 $ 74,010 1,150,195 1 Deferred Debits 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column (B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 13 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 -REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC") AND DEPRECIATION EXPNESE 

[AI PI [C] 
RUCO RUCO' COMPANY LINE ACCT 

NO. NO. 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

(27.978) 5 55,412 $ 83.390 S , 
Deferred Debits 

' Amounts may not reflect other adiustments. 

REFERENCES: 
Column [AI: Company Filing 
Column PI: Testimony TJC 
Column $1: Column [AI +Column [B] 



EPCOR . Tubac Water District 
Doc ket No. WSO 1 30 3A.1 4-00 10 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 10 -CASH WORKING CAPITAL 

[AI [Bl IC1 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Working Capilal Allowance $ 8.215 $ (5.835) 2,379 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

[AI 

OPERATING EXPENSES 
2 Labor 
3 Purchased Water 
4 Fuel & Power 
5 Chemicals 
6 Waste Disposal & Other Utilities 
7 Intercompany Support Services 
8 Corporate Allocation 
9 Outside Serfices 
10 Group Insurance 
1 1  Pensions 
12 Regulatory Expense 
13 Insurance Other Than Group 
I4 
15 Rents 
16 General Ofice Expense 
17 Miscellaneous 
18 Maintenance Expense 

Customer Accounting (Less Bad Debt Expense) 

TAXES 
19 General Taxes-Property 
20 Taxes - Payroll 
21 Taxes -Other 
22 Income Tax 

23 Interest Expense 

24 TOTAL 

25 

26 
' Amounts may not reflect other adiustments 

Proforma 
Test Year 
Amount 

[El 

179,440 

34,640 
48,202 

81 1 
95 

20,617 
26.870 
37.821 

430 

12,198 
21.480 
7.566 
28.204 
6,577 
38.435 

31,191 
13.897 
2.260 

(42,290) 

34.869 

503.314 

Revenue Expense Net 
Lag (Lead) Lag (Lead) Lag (Lead) 

Days Days Days Col. C - Col. D 

[CI ID1 [El 

Cash 
Working 

LeadRag Capital 
Factor Required 

Col. El365 Col. B ' Col. F 

[9 [GI 

41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 

30.63 

47.61 

71.84 
30.42 
30.42 
33.77 
(10.72) 
67.98 
(48.65) 
64.82 
49.83 
16.96 
33.08 
25.19 
51.05 

10.38 
41.01 
(6.60) 
41.01 
(30.83) 
10.59 
10.59 
7.24 
51.73 
(26.97) 
89.66 
(23.81) 

24.05 
7.93 
15.82 

(1 0.04) 

(8.82) 

41.01 213.25 (1 72.24) 
41.01 26.40 14.61 
41.01 (135.81) 176.82 
41.01 41.75 (0.74) 

41 01 91.25 (50.24) 

Cash Workinq Capital Reauiremenl 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

0.03 5.101 
0.11 
(0.02) (627) 
0.11 5,416 
(0.08) (68) 
0.03 3 
0.03 598 
0.02 533 
0.14 5.360 

0.25 
(0.07) (32) 

(0.07) (796) 
(0.02) (519) 
0.07 499 
0.02 612 
0.04 285 
(0.03) (1.058) 

(0.47) (14,719) 
0.04 556 
0.48 1,095 
(0.00) 86 

(0.14) (4.800) 

(2.473) 

3,362 

(5.8351 



EPCOR. Tubac Water District 
Docket No. WSdl303A-144010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 15 
Witness: Coley 

[AI B1 [Cl 
COMPANY RUCO RUCO' LINE ACCT 

NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
s - s  - 5  Regulatory Asset - ACRM Deferred O&M Charges 

' Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column DJ: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS41303A-144010 
Test Year Ended: June 30.2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 16 
Witness: Coley 

ACCT COMPANY RUCO RUCO' 
NO. 

RATE BASE ADJUSTMENT NO. 12 -SURREBUTTAL ADJUSTMENTS 

DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

$ 26.304 5 11.409 S 37,713 2 Deferred Income Taxes &Credits 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column PI: Testimony JMM 
Column IC]: Column [A] +Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERATING EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Sewices 
Corporate Allocation 
Outside SeM’ces 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Oftice Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (6): RUCO Schedule 18 
Column (C): Column (A) + Column (8) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) + Column (D) 

[Bl [Cl (01 [AI 
RUCO C 0 M P A N Y 

ADJUSTED RUCO TEST YEAR 
TEST YEAR TEST YEAR AS PROPOSED 
!%%!%Q ADJUSTMENTS ADJUSTED CHANGES 

RUCO 

$ 574,204 $ (41,806) $ 532.398 $ 206,070 

4,990 4,990 

$ 579,194 $ (41.806) $ 537.388 $ 206,070 

$ 179,440 $ $ 179,440 $ 

34,640 33,324 

98.934 (50,732) 48,202 
81 1 81 1 

34,814 (14,197) 20,617 
26,870 26.870 
37.821 37.821 

430 
4,279 7,261 (2.982) 

12.198 12,198 
23,607 20,561 3,046 

7,566 7,566 
28.204 28.204 
6,577 6,577 

38,435 38,435 
238,395 (1 1 1,113) 127.282 

30,506 (2,821) 27,685 
16,157 16,157 

1,316 

95 95 

430 

1,190 

3,506 

(1 07,414) 65,124 (42,290) 55,868 

[El 

RUCO 
RECOMMENDED 

$ 738,468 

4,990 

$ 743,458 

$ 179,440 

34,640 

48.202 
811 
95 

20,617 
26,870 
37.821 

430 
4,279 

12,198 
24,797 

7,566 
28,204 

6,577 
38.435 

127,282 
31,191 
16,157 
13.578 

$ 710,987 $ (112.359) $ 598,626 $ 60,565 $ 659,191 

84.268 $ (131.793) $ 70.553 $ (61.238) $ 145,506 $ 





EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 





EP 

LINE 
NO. 

OR - Tubac Water 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

istrict 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Cc,Jmn [B 





EPCOR - Tubac Water District 
Docket No. WS-Ol303A-14-00iO 
Test Year Ended: June 30,2013 

LINE 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

RUCO RUCO COMPANY 

OPERATING INCOME ADJUSTMENT NO. 5 - REMOVE ACRM SURCHARGE AND ACRM DEFERRED COSTS 

NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 98,934 $ (50,856) $ 48,078 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

[A] [B] [C] 
C 0 M P ANY RUCO RUCO' LINE 

NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
$ 34,814 $ (14,980) $ 19,834 1 Corporate Allocation 

2 
3 
4 Short-Term Incentive Plan (STIP) $ (9.192) 
5 Mid-Term Incentive Plan (MTIP) (3,313) 

(87) 6 
7 Advertising, Promotions and Donations (2,388) 
8 Total $ (14.9802 

RUCOs Summary of Corporate Allocation Disallowances 

IT Affiliated Charges Expenses -Account 5628 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] +Column [B] 



LINE 
NO. 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Allocation 
Percentage 

Normalized Proposed Rate Recommended Rate 
Case Expense Case Expense over 3 Years 

Company RUCO 





EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO 

(Col A - COI 6) 
DEPRECIABLE PLANT DEPRECIATION 

RATE 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page I of 3 

DEPRECIATION 
DEPEXPENSE 
(Col C x Col D) 

LINE 
NO. 

ACCT 
NO. DESCRIPTION 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

~~ 

301000 Organization 
302000 Franchises 
303200 Land 8 Land Rights Supply 
303300 Land 8 Land Rights Pumping 
303400 Land 8 Land Rights WT 
303500 Land 8 Land Rights TBD 
303600 Land 8 Land Rights General 
304100 Structures 8 Improvements Supply 
304200 Structures 8 Improvements Pumping 
304300 Structures 8 Improvements Treatment 
304400 
304500 Structures 8 Improvements General 
304600 Structures 8 Improvements Offices 
304700 Structures 8 Improvements Store,Shop.Gge 
305000 Collect 8 Impounding 
307000 Wells 8 Springs 
309000 Supply Mains 
310000 Power Production Equipment 
31 1100 Other Power Production 
311200 Pumping Equipment Electric 
31 1300 Pumping Equipment Diesel 
31 1500 Pumping Equipment Other 
320100 Water Treatment Equipment Non-Media 
330000 Distribution Reservoirs & Standpipes 
330100 Elevated Tank 8 Standpipes 
331001 
331100 
331200 
331300 
331400 
333000 Services 
334100 Meters 
334200 Meter Installations 
335000 Hydrants 
339200 Other P/E-Supply 
339600 Other PIE-CPS 
340100 Office Furniture 8 Equipment 
340200 Computer 8 Periphal Equipment 
340300 Computer Software 
341 100 
341200 
341400 Transportation Equipment Other 
342000 Stores Equipment 
343000 Tools.Shop,Garage Equipment 
344000 Laboratory Equipment 
345000 Power Operated Equipment 
346100 Communication Equipment Non-Telephone 
346190 Remote Control 8 Instrument 
304620 Struct 8, Imp Leashold 
306000 Lake, River 8 Other Intakes 
308000 Infiltration Galleries 8 Tunne 
320200 WT Equip Filter Media 
334300 Meter Vaults 
346200 Communication Equipment Telephone 
339250 Other P/E SS 
340330 Comp Software Other 
341300 Transportation Equipment - Other 
347000 Miscellaneous Equipment 
346300 Communication Equipment Other 

Structures 8 Improvements Trans 8 Dist 

TD Mains Not Classified by Size 
TO Mains 4in 8 Less 
TD Mains 6in to Bin 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 

Transportation Equip Light Duty Trucks 
Transportation Equip Heavy Duty Trucks 

Reconciling Item 

Total Direct UPIS - Sub-Total of UPlS 

EPCOR NonDepreciable 

AS FILED PLANT 

$ 567 $ 
2,030 

61,190 
50 
50 

422 
2.755 

25,292 
14.608 

302 
156 

498 
44.598 

236,074 

20,225 

284.424 
879 

403.824 
20,541 

210,840 

378.964 
886.119 
907.886 
37,161 

596.132 
165.866 
22,040 

135,653 

5.453 
1,336 

567 
2,030 

61,190 
50 
50 

422 
2.755 

1,336 

17,166 17.168 

0 
22,179 

25,292 
14.608 

302 
156 

498 
44.598 

236,074 

20.225 

284,424 
879 

403.824 
20,541 

210.840 

378,964 
886.119 
907,886 
37,161 

596,132 
165.866 
22,040 

135,653 

5,453 
(0) 

0 
22,179 

1,932 

1,675,646 

659 

1,932 

1,675,646 

659 

$ 6.183.518 $ 85.566 $ 6,097,951 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
2.50% 
2.00% 
2.00% 
2.00% 
2.50% 
2.50% 
2.50% 
1.67% 
2.50% 
1.67% 
3.33% 
0.00% 
4.00% 
4.00% 
4.00% 
5.00% 
1.54% 
1.54% 
2.00% 
1.43% 
1.43% 
1.43% 
1.43% 
2.50% 
8.33% 
2.50% 
2.00% 
0.00% 
3.33% 
4.50% 
10.00% 
20.00% 
20.00% 
14.29% 
16.67% 
4.00% 
4.00% 
4.00% 
5.00% 
10.00% 
10.00% 
2.50% 
1.67% 
2.50% 
3.92% 
2.50% 
10.00% 
0.00% 
20.00% 
16.67% 
6.25% 
1 0.00% 

632 
292 

6 
3 

12 
1.115 

5,902 

674 

11,377 
35 

16,153 
1,027 
3,244 

7,579 
12,659 
12,970 

531 

14,903 
13.822 

551 
2,713 

245 
(0) 

0 
887 

193 

65.685 

66 

$ 173.278 



EPCOR - Tubac Water District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 3 

DEPRECIATION 
ACCT UPlS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 
NO. DESCRIPTION AS FILED PLANT (COI A - COI B) RATE (Col C x Col D) 

EPCOR NonDepreciable RUCO 

OPERATING INCOME ADJUSTMENT NO. 9 -DEPRECIATION EXPENSE ON TEST YEAR UTILITY PLANT IN SERVICE ("UPIS") 

2 304500 Structures 8 Improvements General 
3 304620 Structures 8 Improvements Leasehold 
4 334100 Meters 
5 339600 Other P/E-CPS 
6 340100 Office Furniture 8 Equipment 
7 340200 Computer 8 Peripheral Equipment 
8 340300 Computer Software 
9 340330 Computer Software Other 
10 344000 Laboratory Equipment 
11 346100 Communication Equipment Non-Telephone 
12 346190 Remote Control 8 Instrument 
13 346200 Communication Equipment Telephone 
14 346300 Communication Equipment Other 
15 347000 Miscellaneous Equipment 
16 Reconciling Item 
17 
18 
19 
20 Post Test Year Direct Plant: 
21 331001 Tubac water -Valves Replace 
22 31 1200 Tubac - Well 3 
23 339600 Tubac water - GIS Map Bwks 
24 31 1200 Tubac water - Rebuild motor Well 3 
25 31 1200 Tubac water - Well 5 
26 311200 Tubac- Well 3 
27 
28 331200 Main Breaks 
29 334100 Meters replaced 
30 333000 Services replaced 
31 31 1200 Plant Facilities 8 Equip AZ 
32 331001 Valves Replace - Tubac 
33 335000 Hydrants Replace - Tubac 
34 343000 Tools 8 Equipment ~ Tubac 
35 335000 Hydrants replaced 
36 334100 Meters replaced 
37 333000 Services replaced 
38 331001 Valves replaced 
39 31 1200 Plant Facilities 8 Equip AZ 
40 334100 RPNB PFE Rep1 8 Well Meter 
41 334100 PFE Rep1 8" Well Meter 
42 
43 
44 
45 
46 340300 EMS Webviewer-ArcGIS 
47 340300 GIS Data Model Conversion 
48 340300 Project GPS Software 
49 304600 AZ Corp - Phx Office Improvements 
50 340200 AZ IT Hardware 
51 340300 AZITSoftware 
52 304600 Office 8 Ops Center - Central Shared 
53 343000 Tools & Equip - Central Shared 
54 346200 Video Conferencing Solution 
55 340200 Laptops 
56 340200 Servers 
57 341400 Vehicles 
58 304620 Office 8 Ops Center - Phx Office 
59 304600 Office & Ops Center - Central Div 
60 343000 Plant Facilities 8 Equip - AZ shared 
61 343000 Tools & Equipment - AZ shared 

Total Corp. Alloc. UPlS - Sub-Total of UPlS 

31 1200 Tubac water - Palo Parado WP 8 BS 

Total Post Test Year Plant 

Post Test Year Allocated Corporate Plant: 

$ 12,137 $ - $  12,137 

$ - $  - $  

$ - $  - $  

2.00% 
4.00% 
3.33% 
4.00% 
4.00% 
4.00% 
4.00% 
1.43% 
8.33% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
8.33% 
8.33% 

20.00% 
20.00% 
20.00% 
2.50% 
10.00% 
2.50% 
2.50% 
4.00% 
10.00% 
10.00% 
10.00% 
20.00% 
20.00% 
20.00% 
20.00% 
8.33% 

$ 781 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 3 of 3 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR UTILITY PLANT IN SERVICE ("UPIS") 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

340300 
340300 
340300 
340300 
340300 
340300 

New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades1 Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
g479005 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Software 

Total Post Test Year Allocated Corporate Piant 

Total Plant 

Composite Depreciation Rate: 
Contributions in Aid of Construction ("CIAC"): 
Amortization of CIAC 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC. 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

- 2.50% 

$ - $  - $  

$ 6,195,654 $ 85,566 $ 6,110.088 

RUCO's Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Asset Over 5 Years 
Deferred ACRM OBM Charges 

Remove Amortization of Regulatory Asset 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Total RUCO Adjustments (lines 160+162+167+172) 

Company Depreciation 

RUCOs Adjustmenled Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [E]: From Column [A] 
Column [C]: Column [A] - Column [E] 
Column ID]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$0 

$53,314 
$16.673 

16.67% 
4.00% 
10.00% 
10.00% 
10.00% 
16.67% 
20.00% 
20.00% 
20.00% 
20.00% 
8.33% 
2.50% 
20.00% 
20.00% 
20.00% 
20.00% 
20.00% 

$ 174,059 

2.85% 
$ 1,150,195 
$ 32,781 

$ 174,059 
32.781 

$ 141,279 

$ 186.289 

$ (45.010) 

$ (965) 

$ 

$ (51,140) 

$ (10,662.85) 

$ (13.997) 

$ (1 11.1 13) 

$ 238.395 

$ 127,282 

$ (3.334.59) 



RUCO Surrebuttal Schedule 28 
Witness: Michlik 

EPCOR - Tubac Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

/)RUCO/ [A] 
LINE RUCO 
NO. Property Tax Calculation AS ADJUSTED RECOMMENDED 

1 RUCO Adjusted Test Year Revenues !§ 537,388 !§ 537,388 

3 Subtotal (Line 1 * Line 2) 1,074,777 $ 1,074,777 
4 RUCO Recommended Revenue, Per Schedule JMM-1 537,388 !§ 743,458 
5 Subtotal (Line 4 + Line 5) 1,612,165 1,818,235 
6 Number of Years 3 3 
7 Three Year Average (Line 5 I Line 6) 537,388 !§ 606,078 
8 Department of Revenue Mutilplier 2 2 
9 Revenue Base Value (Line 7 Line 8) 1,074,777 $ 1,212,157 
10 Plus: 10% of CWlP - 9,880 9,880 
11 Less: Net Book Value of Licensed Vehicles !§ 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 1,084,657 !§ 1,222,037 
13 Assessment Ratio 18.1 Yo 18.1% 
14 Assessment Value (Line 12 Line 13) 196,139 $ 220,981 
15 Composite Property Tax Rate (Per Company Schedule) 14.1 148% 14.1148% 
16 $ 
17 RUCO Test Year Adjusted Property Tax (Line 14 Line 15) $ 27,685 
18 Company Proposed Property Tax 30,506 
19 
20 RUCO Test Year Adjustment (Line 16-Line 17) !§ (2,821) 
21 Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) !§ 31,191 
22 RUCO Test Year Adjusted Property Tax Expense (Line 16) $ 27,685 
23 Increase in Property Tax Expense Due to Increase in Revenue Requirement $ 3,506 
24 
25 Increase to Property Tax Expense $ 3,506 
26 Increase in Revenue Requirement 206,070 

2 Weight Factor 2 2 

27 Increase to Property Tax per Dollar Increase in Revenue (LinelSlLine 20) 1.701 582% 

I 

REFERENCES: 

Column [B]: Testimony JMM 
I Column [A]: Company Filing 
~ 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
- NO. DESCRl PTI ON 

1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (Schedule JMM-1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax $ (8,304) 
11 Federal Taxable Income $ (1 30,094) 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% $ (7,500) 
13 $ (6,250) 
14 $ (8,500) 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% $ 

$ 16 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 

Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 

( 1 1 ,737) 
- 

Test Year 
$ 537,388 
$ 640,917 
$ 34,869 
$ (138,398) 

6.0000% 

$ (33,987) 
$ (42,290) 

20 
2 1 Calculation of Interest Synchronization: 

22 Rate Base (RUCO Schedule 4) $ 1,383,708 
23 Weighted Average Cost of Debt 2.52% 
24 Synchronized Interest $ 34,869 
25 
26 

27 Income Tax - Per RUCO $ (42,290) 
28 Income Tax - Per Company $ ( I  07,414) 
29 RUCO Adjustment $ 65,124 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 30 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

[AI P I  [CI 
I LINE I I COMPANY I RUCO I RUCO’ 1 

RECOMMENDED I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I 
1 Metered Water Sales 9; - z  - R  

Corporate Allocation $ 34,814 $ 783 $ 35,597 

Direct Surrebuttal Adjustment RUCOs Adjustment to Surrebuttal 

Short-Term Incentive Plan (STIP) $ (9,192) $ (9,192) $ 
Mid-Term Incentive Plan (MTIP) $ (3,313) $ (1,894) $ 1,419 
IT Affiliated Charges Expenses - Account 5628 $ (87) (87) $ 
Advertising, Promotions and Donations $ (2,388) $ (2,355) $ 33 
Confidential Information $ - $  (669) $ (669) 
Total $ (14,980) $ (14,197) $ 783 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended June 30.2013 

NIA 
$ 24.7000 

24.7000 
74.1000 

144.3800 
230.5300 
461.0000 
722.0000 

1,440.0000 
2,305.0000 
3,220.0000 
6,208.0000 

Monthly Usage Charge 

Meter Size (All Classes): 
518x314 Inch - Residential Low Income 
518x314 Inch 
314 Inch 
1 Inch 
1 1/2 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 
12 Inch 

Commodity Charge - Per 1,000 Gallons 

518x3/4 and 3/4" Meter (Residential) 
First 3,000 gallons 
3,001 to 10,000 gallons 
10,001 to 20,000 gallons 
Over 20,000 gallons 

5/8x3/4 and 314" Meter (Commercial) 
First 20,000 gallons 
Over 20,000 gallons 

1" Meter (Residential. Commercial) 
First 35,000 gallons 
Over 35,000 gallons 

1.5" Meter (Residential. Commercial) 
First 85,000 gallons 
Over 85,000 gallons 

2" Meter (Residential. Commerciab 
First 150,000 gallons 
Over 150,000 gallons 

3" Meter (Residential. Commercial) 
First 175,000 gallons 
Over 175,000 gallons 

4" Meter (Residential, Commercial) 
First 250,000 gallons 
Over 250,000 gallons 

6" Meter (Residential. Commercial) 
First 350.000 gallons 
Over 350,000 gallons 

8" Meter (Residential. Commercial) 
First 900,000 gallons 
Over 900,000 gallons 

I O "  Meter (Residential. Commercial) 
First 1,500,000 gallons 
Over 1,500,000 gallons 

12" Meter (Residential. Commercial) 
First 2,250,000 gallons 
Over 2,250,000 gallons 

Rate Design 

Present 

$ 1.9000 
3.0000 
4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

4.0000 
6.0000 

Company- 
Proposed Rates 

$ 28.9435 
48.2391 
48.2391 

120.5978 
241.1955 
385.9128 
771.8256 

1,205.9775 
2,411.9550 
3,859.1280 
5,547.4965 

10,371.4065 

$ 5.3300 
6.8300 
8.1800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

7.6800 
9.3800 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 1 

RUCO 
Recommended Rates 

$ 19.0500 
31.7500 
31.7500 
79.3800 

158.7500 
254.0000 
508.0000 
793.7500 

1,587.5000 
2,540.0000 
3.651.2500 
6,826.2500 

$ 3.3700 
4.7600 
6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 

6.3000 
8.7000 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Typical Bill Analysis Without ACRM 
General Service 5/8 x 3/4-lnch Meter 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 8,348 $ 46.44 $ 100.76 $ 54.31 116.94% 

Median Usage 5,000 36.40 77.89 $ 41.49 1 13.98% 

RUCO Recommended 

Average Usage 8,348 $ 46.44 $ 67.32 $ 20.87 44.94% 

Median Usage 5,000 36.40 51.38 $ 14.98 41.15% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Company RUCO 
Gallons Present Proposed % Recommended % 
Consumption Rates Rates Increase Rates Increase 

24.70 48.24 95.30% $ 31.75 28.54% 
101.39% S 35.12 32.03% 1,000 

2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

26.60 
28.50 
30.40 
33.40 
36.40 
39.40 
42.40 
45.40 
48.40 
51.40 
55.40 
59.40 
63.40 
67.40 
71.40 
75.40 
79.40 
83.40 
87.40 
91.40 

121.40 
151.40 
181.40 
211.40 
241.40 
271.40 
421.40 
571.40 

53.57 
58.90 
64.23 
71.06 
77.89 
84.72 
91.55 
98.38 

105.21 
112.04 
120.22 
128.40 
136.58 
144.76 
152.94 
161.12 
169.30 
177.48 
185.66 
193.84 
240.74 
287.64 
334.54 
381.44 
428.34 
475.24 
709.74 
944.24 

106.66% $ 

112.75% $ 
113.98% $ 
115.02% $ 
115.92% $ 

111.28% $ 

116.69% $ 
117.37% $ 
117.97% $ 

116.16% $ 
115.42% $ 
114.78% $ 
114.20% $ 
113.69% $ 
113.22% $ 

117.00% $ 

112.80% $ 
112.42% $ 
112.08% $ 
98.30% $ 
89.99% s 
84.42% $ 
80.43% $ 
77.44% s 
75.11% $ 

65.25% 5 
68.42% $ 

38.49 
41.86 
46.62 
51.38 
56.14 
60.90 
65.66 
70.42 
75.18 
81.48 
87.78 
94.08 

100.38 
106.68 
112.98 
1 19.28 
125.58 
131.88 
138.18 
181.68 
225.18 
268.68 
312.18 
355.68 
399.18 
616.68 
834.18 

35.05% 

39.58% 
41.15% 
42.49% 
43.63% 

45.50% 

37.70% 

44.63% 

46.26% 
47.08% 
47.78% 
48.39% 
48.93% 
49.41% 
49.84% 
50.23% 
50.58% 
50.89% 
51.18% 
49.65% 

48.11% 
47.67% 
47.34% 
47.08% 
46.34% 

48.73% 

45.99% 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 33 
Witness: Michlik 

Typical Bill Analysis With ACRM 
General Service 518 x 3/4-lnch Meter 

Percent 
Increase 

Present Proposed Dollar 
Increase Company Proposed Gallons Rates Rates 

Average Usage 8,348 $ 47.18 88.08% 53.57 $ 100.76 $ 

5.000 42.10 77.89 $ 35.79 85.03% Median Usage 

RUCO Recommended 

Average Usage 8,348 $ 53.57 $ 67.32 $ 13.75 25.66% 

Median Usage 5,000 42.10 51.38 $ 9.28 22.05% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Gallons Present 
Company RUCO 
Proposed % Recommended % 

Consumption Rates Rates Increase Rates Increase 
28.26 48.24 70.70% $ 31.75 12.35% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

30.59 
32.91 
35.24 
38.67 
42.10 
45.52 
48.95 
52.38 
55.81 
59.23 
63.66 
68.09 
72.51 
76.94 
81.37 
85.80 
90.22 
94.65 
99.08 

103.51 
135.64 
167.78 
199.92 
232.05 
264.19 
296.33 
457.01 
627.69 

53.57 
58.90 
64.23 
71.06 
77.89 
84.72 
91.55 
98.38 

105.21 
112.04 
120.22 
128.40 
136.58 
144.76 
152.94 
161.12 
169.30 
177.48 
185.66 
193.84 
240.74 
287.64 
334.54 
381.44 
428.34 
475.24 
709.74 
944.24 

75.14% $ 
78.95% $ 
82.25% $ 
83.76% $ 
85.03% $ 
86.10% $ 
87.02% $ 
87.82% $ 
88.53% $ 

80.84% $ 
89.15% $ 

88.58% $ 

88.14% $ 
88.35% $ 

87.96% $ 
87.79% $ 
87.64% $ 
87.51% 5 

87.27% $ 
77.48% $ 
71.44% $ 
67.34% $ 
64.38% $ 

60.38% $ 
55.30% $ 
52.87% $ 

87.39% $ 

62.13% $ 

35.12 
38.49 
41.86 
46.62 
51.38 
56.14 
60.90 
65.66 
70.42 
75.18 
81.48 
87.78 
94.08 

100.38 
106.68 
11 2.98 
11 9.28 
125.58 
131.88 
138.18 
181.68 
225.18 
268.68 
312.18 
355.68 
399.1 8 
616.68 
834.18 

~~ .. 

14.82% 

18.78% 
20.56% 
22.05% 
23.32% 
24.41 % 

16.94% 

25.36% 
26.19% 
26.92% 
27.99% 
28.92% 
29.74% 
30.46% 
31.11% 
31.68% 
32.20% 
32.68% 
33.1 170 
33.50% 
33.94% 
34.21 % 
34.40% 
34.53% 
34.63% 
34.71 % 
34.94% 
35.05% 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-I 4-001 0 
Test Year Ended: June 30,2013 

TABLE OF CONTENTS TO SURREBUTTAL SCHEDULES 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 

RUCO-7 

RUCO-9 

RUCO-6 

RUCO-8 

RUCO-10 
RUCO-I 1 
RUCO-12 
RUCO-I3 

RUCO-I5 
RUCO-14 

RUCO-16 
RUCO-17 
RUCO-I8 
RUCO-I 9 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 
RUCO-29 
RUCO-30 
RUCO-31 
RUCO-32 
RUCO-33 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 
RATE BASE - ORIGINAL COSTS 
SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 1 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT#4 -AZ CORPORATE PLANTACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED C!AC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - NOT USED 
OPERATING INCOME ADJUSTMENT # 2 - NOT USED 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT#4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - REMOVE ACRM DEFERRED OBM COSTS 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT#7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT# 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 12 - SURREBUTTAL ADJUSTMENTS 
RATE DESIGN 
TYPICAL BILL 
NOT USED 



EPCOR - Mohave Wastewater District 
Docket No. WS-OI303A-14-0010 
Test  Year Ended: June  30,2013 

LINE 
- NO. DESCRIPTION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

RUCO Surrebuttal Schedule I 
Witness: Michlik 

REVENUE REQUIREMENT 

Adjusted Rate Base $ 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

$ 

Required Operating Income (L4 * L1)  

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) !§ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FA1 R 
VALUE 

5,305,082 

90,799 

1.71 % 

6.87% 

364,459 

273,660 

1.6577 

4 5 3,6 3 8 

1,055,839 

1,509,477 

42.96% 

PI 
RUCO 
FA1 R 

VALUE 

$ 4,467,898 

$ 11 3,304 

2.54% 

6.09% 

$ 272,095 

$ 158,791 

1.5975 

I $  253,663 

$ 1,055,839 

$ 1,309,502 

24.02% 

References: 
Column (A): Company Schedule A-1 
Column (8): RUCO Schedules 3 and 13 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30.2013 

LINE 
- NO. 

GROSS REVENUE CONVERSION FACTOR 

DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (Ll I L5) 

Calculation of Uncollecffible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (C9 L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of €ffective Prooertv Tax factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (L20'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [B]. L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recornmended Revenue (L30'L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recornmended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

Calculation of Income Tax: 
Revenue 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75.001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -SlO,OOO,OoO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

53 Applicable Federal Income Tax Rate [Col [E]. L51 - Col [E]. L51] l [Col [E]. L45 - Col [E], L45] 

Calculatron_of Interest Svnchronrzation ~ ~ 

RUCO Surrebuttal Schedule 2 
Witness: Michlik 

100.0000% 
0.3625% 

99.6375% 
37.0382% 
62.5993% 
1.597463 

100.0000% 
35.9889% 
64.0111% 
0.5663% 
0.3625% 

100.0000% 
6.0000% 

94.0000% 
31.9031 % 
29.9889% 

35.9889% 

100.0000% 
35.9889% 
64.0111% 

1.6392% 
1.0493% 

37.0382% 

$ 272,095 
113,304 

$ 158.791 

$ 89,457 
179 

89,277 

$ 253,663 

$ 1,436 
0.5663% 

$ 
1,436 

$ 56,609 
52,451 

4.158 
S 253,663 

S 112,591 
s 892 

6.0000% 
5 54 
$ 838 
$ 126 
$ 
$ 
$ 
$ 
$ 126 
5 179 

Test RUCO 
Year Recommended 

S 1,055,839 $ 253,663 $ 1,309,502 
5 942,356 $ 947,951 

S 112,591 
$ 248,961 

$ 14,938 
5 234,023 
$ 7,500 
$ 6,250 
5 8.500 
$ 52,269 
S 

6.0000% 

5 74,519 
5 89,457 

31.9031 % 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE -ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net ClAC 

7 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred Income Taxes 8 Credits 

11 Regulatory Liability - Over-Collected Depreciation Expense 
12 Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 
13 

Contributions in Aid of Construction (CIAC) 

Advances in Aid of Construction (AIAC) 

Net Regulatory Liability for Over-Collection of Depre. Exp. 

ADD: 

14 Deferred Debits 

15 Working Capital Allowance 
16 Reconciling Item 

17 Original Cost Rate Base 

References: 
Column [A]: Company as Filed 
Column [B]: Schedule TJC-4 
Column (C): Column (A) + Column (B) 

[AI 
COMPANY 

AS 

$ 8,866.427 
693[460 

$ 8,172,966 

$ 1,242,320 
307,248 
935,072 

$ 1,916,421 

5 

62,236 

$ 28,717 

17,134 

$ 5,305,082 

RUCO Surrebuttal Schedule 3 
Witness: Coley 

[BI 

RUCO 
ADJUSTMENTS 

$ (102.622) 

[Cl 
RUCO 

AS 
ADJUSTED 

$ 8,763.804 
1,102,239 408,778' 

(511,401) $ 7,661,566 

$ 227,674 

$ 227,674 

s 

26,995 

39,449 
7,890 

$ 31,559 

$ (28,717) 

(1 0,839) 
(1) 

$ (837,184) 

$ 1,469,994 
307,248 

$ 1,162,746 

$ 1,916,421 

5 

89,231 

39,449 
7,890 

$ 31,559 

6,295 
(1) 

$ 4,467,898 
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LINE ACCT COMPANY 
NO. NO. DESCRIPTION PROPOSED I ADJUSTMENTS I RECOMMENDED 

EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 9 
Witness: Radigan 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

[A] [B] [C] 
RUCO I RUCO’ 1 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

41 
42 
43 
44 
45 
46 

47 

48 

361 100 Mohave ww - Manholes Replace $ (3.330) S 3,330 $ 
393000 
380000 
389600 
361 100 
371200 
393000 
380000 
371200 
371100 
391000 
380000 
380000 

Mohave ww - Tools & Equip 
Mohave ww - Wishing Well Treatment Plant 
Mohave ww - GIS Map Books 
Mohave w - Wishing Well Effluent Line 
Manholes replaced 
Tools & Equip 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
Plant Facilities & Equip AZ 
RPNB Removal of Los Lagos Lift Station & Installation 

i i&oj . 
(6,110) 
3,549 

(13,792) 

91,747 
25,881 

146 

46 
(99) 
77 
(1) 
39 

137 
165 
47 
60 

1,560 
6,110 

13,792 
(3,549) 

(91,747) 
(25,881) 

Post Test Year 7A Allocated CorDorate Plant: 
EMS Webviewer-ArcGIS 340300 

340300 
340300 
304620 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
346100 
346100 
341400 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Oftice Improvements 
AZ IT Hardware 
AZ IT Software 
Office & Ops Center - Central Shared 
Tools & Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
OWce & Ops Center - Phx O f k e  
Oftice & Ops Center - Central Div 
Plant Facilities & Equip - AZ shared 
Tools & Equipment - AZ shared 
Vehicles - AZ shared 
Security - Central Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Division 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 

1,019 

Post Test Year 6U Allocated Corporate Plant: 
340300 ArcGlS Implementation CA 
340300 
340300 ESRl Project (GIS) 
340300 
340300 SAMSWater & Waste 
340300 AZ IT Software 

Water USA Win7 Office2012 - CA 

Water USA Win7 Office2012 - US 

1 (1) 

Total $ 102,622 $ (102,622) $ 

Accumulated Depreciation $ 693,460 S (3,277) $ 690,183 

’ Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [A] + Column [E] 



EPCOR - Mohave Wastewater District 
Docket No. WS-OIJOJA-14-0010 
Test Year Ended: June 30,2013 

INTENTIONALLY LEFT BLANK FOR MOHAVE WASTEWATER DlSTRlCT 
RATE BASE ADJUSTMENT NO. 6 - NOT USED 

RUCO Surrebuttal Schedule i o  
Witness: Coley 

LINE ACCT, 
No. Flo. DESCRIPTION 

Direct Plant: 

1 
2 

3 

A 

181 IC1 [Dl [AI 
TEST YEAR ("TY") END POST TEST YEAR ("PTY") TOTAL CREDIT 

ANNUAL OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED 

DEPRECIATION DEPRECIATION DEPRECIATION DEPRE. EXP. 
AMOUNT AMOUNT 20% AMOUNT 

s S s S 

S S S 

District's Direct Plant Over-Collected Depreciation Expense lo be Credited to Depreciation Expense .I s I 

REFERENCES. 
Column [A]: Testimony TJC 
Column [e]: Testimony TJC 
Column IC]: Column [AI + Column [a] 
Column [D]: Column [C] x 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 11 
Witness: Coley 

RATE EASE ADJUSTMENT NO. 7 -REGULATORY L lAE lL lN  - AZ-CORPORATE PLANT OVERCOLLECTED DEPRECIATION EXPENSE 

[AI P I  IC1 ID1 [El 
TOTAL TOTAL TUBAC CREDIT 

ALLOCATION ANNUAL TY AZCORPORATE P l Y  AZ-CORPORATE TOTAL 

Allocated Cornorate Plant: 

1 304620 SLNctures 8 Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

~~ 

OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. 
DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 1-1 20% 

s (24.958) S (9.888) s (34.M6) S (305) S (61) 
(3.128.854) (721.389) (3.850243) (33.699) (6.740) 

(52.9 12) (18,705) (71.618) (627) (125) 

Trial Balance 

4 1568 Software Intangibles 21,439 21,439 188 
5 1569 Software Intangibles Amonization (571.918) (571,918) (5,006) 

6 Software Intangibles Net of Amortization 9 (550,478) S - s  (550.478) S (4.818) (964) 

7 (749.982) S (7.890) Total Corporate Over-Collected Depreciation Exp. S (3.757.203) f 

8 District's AZ-Corporale Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ............................. .._..._.._.__,. -0) 

REFERENCES: 
Column [A]: Testimony TJC 
Column (81: Testimony TJC 
Column [C]: Column [A] + Column [E] 
Column (01- Column [C] x Dislricl's Wlocation Factor 
Column [E]. Column [D] x 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 12 
Witness: Coley 

COMPANY RUCO RUCO' 
ACCT 
NO. 

RATE BASE ADJUSTMENT NO. a - REVERSE UNEXPENDED CIAC 

DESCRlPTlON PROPOSED ADJUSTMENTS RECOMMENDED 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column (B]: Testimony TJC 
Column [C]: Column [A] + Column [E] 



EPCOR - Mohava Wastewater District 
Docket No. WS4)1303A-144010 
Test Year Ended: June 50.2013 

RUCO Surrebuttal Schedule 13 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 -REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC") AND DEPRECIATION EXPNESE 

w [BI [Cl 
COMPANY RUCO RUCO' LINE ACCT 

NO, NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
Deferred Debrts (6 28.717 5 

' Amounts may no1 refled olheradiuslrnents 

REFERENCES- 
Column [A[: Company Filing 
CQlumn [SI: Testimony TJC 
Column [CI: Column [A] + Column [BJ 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RATE BASE ADJUSTMENT NO. 7 -CASH WORKING CAPITAL 

COMPANY RUCO RUCO' 
PROPOSED ADJUSTMENTS RECOMMENDED 

RUCO Surrebuttal Schedule 14 
Witness: Coley 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal 8 Olher Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
Properly Taxes 
Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

' Amounts may not reilec! olher adjuslments. 

REFERENCES. 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [E] 

Proforma 
Test Year 
Amount 

[El 

268.572 

46,219 
12,000 
34,306 

161 
38.459 
34.425 

725 

14,658 
49,911 
8.199 

20,902 
84 

51.102 

53.082 

56.809 
18.540 
(6.148) 

179 

112,591 

814.576 

Cash 
Working 

Revenue Expense Net LeadILag Capital 
Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 

Days Days Days Cot. C - Col. D COl. E1365 Cot. E * Cot. F 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41 .I 4 
41.14 
41.14 
41.14 
41.14 
41.14 

30.63 
43.67 
50 51 
7.00 

45 46 
30.42 
30.42 
42.46 

(10.72) 
67.98 

64.82 
49.70 

29.56 
25 02 
49.77 

16.48 

[El 

10.51 
(2.53) 
(9.37) 
34.14 
(4.32) 
10.72 
10.72 
(1.32) 
51.86 
(26.84) 
41.14 
(23.68) 
(8.56) 
24.66 
11.58 
16.12 
(8.63) 

41.14 213.25 (172.11) 
41.14 26 40 14.74 
41.14 (131.29) 172.43 
41.14 41.75 (0 61) 

41.14 91.25 (50.11) 

Cash Working Capital Requirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

[FI 

0.03 

(0.03) 
0.09 

0.03 
0.03 

0.14 
(0.07) 
0.11 

(0.06) 
(0.02) 

(0.01) 

(0.01) 

(0 00) 

0.07 
0.03 
0.04 

(0.02) 

(0.47) 
0.04 
0.47 

(0.W) 

(0.14) 

[GI 

7,731 

(1.186) 
1,122 
(4%) 

5 
1.130 

7.541 
(124) 

(53) 

(951) 
(1,170) 

554 
663 

4 
(1.209) 

(26,693) 
749 

(2.904) 
(01 

(15.457) 

(30.656) 

(19.8171 

(10.839) 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 15 
Witness: Coley 

RATE EASE ADJUSTMENT NO. 11 -NOT USED 

[AI [el [CI 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Regulatory Asset - ACRM Deferred OBM Charges 5 - s  - s  1 
' Amounts may not reflect other adiustrnents 

REFERENCES: 
Column [A]: Company Filing 
Column [E]: Testimony JMM 
Column [C]: Column [A] + Column [e] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 16 
Witness: Coley 

RATE EASE ADJUSTMENT NO. 12 - SURREBUTTAL ADJUSTMENTS 

[AI [B] [C] 
LINE ACCT C 0 M P A ti Y RUCO RUCO‘ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Regulatory Asset - ACRM Deferred 08M Charges S - 5  - 5  

2 Deferred lnwme Taxes 8 Credits 5 62.236 S 26995 S 89 231 

’ Amounts may not reflect other adjustments 

REFERENCES 
Column [A] Company Filing 
Column [B] Tesumony JMM 
Coiumn [C] Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-OI303A-I4-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

RUCO Surrebuttal Schedule 17 
Witness: Michlik 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERATING EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (E): RUCO Schedule 18 
Column (C): Column (A) +Column (6) 
Column (D): RUCO Schedules 28 and 29 
Column (E): Column (C) +Column (0) 

[AI [BI [Cl [Ol LEI 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 1,052,210 $ 0 1,052,210 $ 253,663 $ 2,305,873 

3,629 3,629 3.629 

$ 1,055,839 S S 1,055,839 $ 253,663 $ 1,309,502 

8 268.572 

46,241 

12,000 
34,306 

161 
58,694 
34,425 
53.082 

725 
11,993 
14,658 
53.827 

8.199 
20,902 

84 
51,102 

257,946 
53,660 
12,392 

(27,928) 

(20.235) 

(24,120) 
(1.209) 

28.107 

$ 268.572 

46,219 

12,000 
34,306 

161 
38.459 
34,425 
53,082 

725 
6.966 

14.658 
53,827 

8,199 
20,902 

84 
51,102 

233,826 
52,451 
12,392 

179 

268,572 

46,219 

1,436 

4,158 

89.277 

12,000 
34,306 

161 
38.459 
34,425 
53.082 

725 
6,966 

14.658 
55,263 
8.199 

20,902 
84 

51,102 
233,826 
56,609 
12,392 
89,457 

1,037,407 
272,095 

S 965,040 S (22,506) $ 942,535 3 94,872 $ 
$ 90,799 $ 22,506 $ 113,304 $ 158.791 $ 





EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. I - NOT USED 

7 Chemicals 
8 

$ - $  - $  

9 Customer Accounting $ - $  - $  

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony J M M  
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 20 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - NOT USED 

[AI PI [Cl 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Metered Water Sales $ - $  - $  

3 Purchased Water $ - $  - $  

2 

4 
5 Fuel and Power 
6 
7 Chemicals 
8 

$ - $  - $  

$ - $  - $  

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

LINE 
NO. 

COMPANY RUCO RUCO 
DES CRI PTI 0 N PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[A] PI [CI 
RUCO RUCO LINE COMPANY 

NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
(22) $ 46,219 1 Fuel& Power $ 46,241 $ 

$ (128) 

$ (1 3) 
$ (22) 

Mohave Water District 
Paradise Valley Water District $ (41,231) 
Sun City Water District $ (53,302) 
Tubac Water District 
Mohave Wastewater District 
Total .$ (94,695) 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

r 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 23 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI P I  PI 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Chemicals !$ - s  - ! %  

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [e] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 24 
Witness: Smith 

COMPANY RUCO RUCO' 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Wastewater District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
N 0. 

RUCO Surrebuttal Schedule 25 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

Company 
Proposed Rate 
Case Expense 

Allocation 
Percentage 

Normalized Recommended Rate Over Years 
RUCO 

Case Expense 





EPCOR . Mohave Wastewater District 
Docket No. WS-01303A-1-14-0010 
Test Year Ended: June 30.2013 

RUCO Surrebuttal Schedule 27 
Wbners: Michlik 

Page 1 of 2 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

IAI IBI IC1 [Dl [El 
DEPRECIATION PIANT In NonDepreciable DEPRECIABLE 

Per RUCO PLANT (coi A - COI E) RATE IC01 C x Col D) 
LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
NO. NO. DESCRIPTION 

1 335000 Hydrants 8 - 5  - s  0.00% 5 
2 352000 WWFranchises 5 364 s 364 S 0.00% a 

S 196.581 5 - s  196,581 3.33% 5 6,553 
S 1.047.352 S . 5 1.047.352 2.W% s 20.947 

3 354200 WW Slruct 8 Imp Coll 
4 354400 WWStruct8lmpTDP 
5 355400 WW Pwr Gen Equip TDP 
6 360000 WWCollection Sewers Forced 
7 361 100 WW Collecting Mains 
8 362000 WW Speual Coll Struct 
9 363000 WW Services Sewer 
10 364000 WWFlow Measuring Devices 
11 371100 W N  Pump Equip Elect 
12 380000 WWTO Equipment 
13 380050 WW TD Equip Grit Removal 
14 360100 WW TD Equip Sed TankslAcc 
15 380300 W TD Equip Sldge Dry/Fill 
16 380500 WWTD Equip Chem Trmt Plt 
17 380600 WW TO Equip 0th Disp S 28,914 S 
18 380625 WW TO Equip Gen Trmt 

20 390200 WW Computers 8 Peripheral 

21 390300 WW Computer Software 3 - 5  - s  4.00% S 
22 393000 WW Tool Shop 8 Garage Equip 
23 394000 WW Laboratory Equipment 
24 395000.0 WW Power Operated Equip S 16.703 S 
25 396000 WW Communication Equip 
26 397000 WW Misc Equipment 
27 Total Plant 
28 

S 142,907 S - s  142,907 3.33% s 4,764 
s 5.385 s - s  5.385 1.43% S 77 
S 2,738,991 5 ~ S 2,738,991 1.43% S 39,126 
S 138.063 5 - 5  136.063 3.33% s 4,602 
S 530,251 5 - s  530,251 2.00% 5 10,605 
S 218.746 S - s  218.748 6.67% S 14.583 
S 82.445 5 - s  82.445 5.00% S 4,122 
S 902.234 S - s  902,234 5.0096 s 45,112 
5 135.165 S - s  135,165 5.00% S 6,756 
S 336.115 S - 5  336.115 5.00% s 16.806 

5 232,909 S - 5  232,909 5.00% 5 1 1,645 
- s  28.914 5.00% S 1.446 

S 1.818.565 S - S 1,818,565 5.00% s 90,928 

S 39,113 5 - s  39,113 5.00% S 1.956 

19 389600 WW Other PIE-CPS 5 - 5  - s  10.00% s 
S 10.496 S - s  10,496 10.00% s 1,050 

S 14,336 S - s  14,336 4.00% s 573 
- s  16 703 5.00% S 835 

S 73,127 S - 5  73,127 4.00% 5 2,925 

.. .. 
- s  26,322 10.00% s 2,632 S 26,322 S 

s 
8 8,735,086 S 364 S 6.734.724 s 288.048 

- s  - s  667% S 

29 Corporate Plant Allocation 
30 304500 Structures 8 Improvements General 
31 304620 Slructurer 8 Improvements Leasehold 
32 334100 Meters 
33 339600 Other P/E-CPS 
34 340100 Ofrice Furniture 8 Equipment 
35 340200 Computer 8 Periphal Equipment 
36 340300 Computer Software 
37 340330 Computer Software Other 
38 344000 Laboratov Equipment 
39 346100 Communication Equipment Non-Telephone 
40 346190 Remote Control 8 Instrument 
41 346200 Communication Equipment Telephone 
42 346300 Communication Equipmentother 
43 347000 Miscellaneous Equipment 
44 Total Corporate Plant Allocation , 
45 
46 Post Test Year Plant 
47 361 100 Mohave ww - Manholes Replace 
48 393000 Mohave w - Tools 8 Equip 
49 380000 Mohave w - Wishing Well Treatment Plant 
50 389600 Mohave w - GIS Map Books 
51 361 100 Mohave ww- Wishing Well Effluent Line 
52 371200 Manholes replaced 
53 393000 Tools 8 Equip 
54 380000 Plant Facilities 8 Equip AZ 
55 371200 Plant Facilities 8 Equip AZ 
56 371100.0 Plant Facilities a Equip AZ 
57 391000.0 Plant Facilities & Equip AZ 
58 380000 Plant Facilities 8 Equip AZ 

59 gravity main 

60 Total Post Test Year Plant 

380000 RPNB Removal of Los Lagos Lift Station 8 Installation of 6 in 

s 853 s 
a 174 S 
s 103 S 
S 3.194 S 
S 11,055 5 
S 7.163 S 
5 132 S 
s 56 S 
s 151 s 
5 1,629 S 
5 133 S 
s 467 S 
s 43 5 
S 3.564 5 
5 20,716 S 

853 2.50% S 21 

103 8.33% s 9 
3,194 3.33% s 106 

11.055 4.50% S 497 

56 20.00% s 11 
151 4.00% s 6 

467 10.00% e 47 
43 10.00% s 4 

174 2.50% S 4 

7.163 10.00% s 716 
132 20.00% s 26 

1,629 10.00% s 163 
133 10.00% s 13 

3,564 6.25% S 223 
28,716 s 1.848 

1.43% S 
4.00% S 
5.00% s 
3.33% s 
1.43% 5 
5.03% s 
5.00% S 
5.00% 5 
4.00% S 
5.00% S 
5.00% S 
5.00% 5 

s 
5 
s 
S 
5 
s 
s 
s 

s 
s 

- s  - 5  500% 5 

- s  - 5  s 



EPCOR ~ Mohave Wastewater District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 27 
Witness: Michlik 

Page 2 of 2 

OPERATING INCOME ADJUSTMENT NO. 9 -DEPRECIATION EXPENSE ON TEST YEAR PLANT 

lA1 181 [Cl [Dl 1 9  

DEPRECIATION PLANT In NonOepreciable DEPRECIABLE 

SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 

Per RUCO PLANT (Col A - Cole)  RATE [Col C x Col D) 

LINE ACCT 

NO. NO. DESCRIPTION 
1 Post Test Year Corporate Plant 
2 340300 EMS Webviewer-ArcGIS 

GIS Data Model Conversion 3 340300 
4 340300 
5 304620 
6 340200 
7 340300 
8 304600 
9 343000 
10 346200 
11 340200 
12 340200 
13 341400 
14 304620 
15 304600 
16 343000 
17 343000 
18 341400 
19 346100 
20 346100 
21 341400 
22 340300 
23 340300 
24 340300 
25 340300 
26 340200 
27 340200 
28 340200 
29 340300 
30 340300 
31 340300 
32 340300 
33 340300 
34 340300 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

Project GPS Software 
AZ Corp - Phx Office lmpmvemenls 
AZ IT Hardware 
A 2  IT Software 
Office b Ops Center - Central Shared 
Tools d Equip ~ Central Shared 
Video Conferendng Solution 
Laptops 
Servers 
Vehicles 
Office b Ops Center ~ Phx Office 
office a Ops Center - Central Oiv 
Plant Facilities 8 Equip ~ AZ shared 
Tools 8 Equipment ~ AZ shared 
Vehicles - AZ shared 
Security - Cenlral Div 
Security - Eastern Oiv 
RPNB Vehicles- New Valve Truck for Eastern Division 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Netmwork Redundancy - AZ 
Laplops ~ A2 
Monitors - A2 
ArcGlS Implementation CA 
Water USAWn? Office2012 -CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWaler & Waste 
AZ IT Software 
Total Post Test Year Plant 

Tolal 

Composite Depredation Rate 
Conlnbutions in Aid of Conslrudion ("CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjuslment lo Depreciation Expense 

S - s  - s  2000% s 
s - s  - f  2000% s 
S - 5  - s  2000% f 

s - s  - s  1000% 8 
S - s  - s  250% S 

s - s  - s  250% S 
S - 5  - s  250% S 
5 - s  - $  400% S 
s - 5  - s  1000% s 
$ - 5  - s  1000% s 
5 - s  - s  1000% s 
S - 5  - s  2000% s 
S - s  - s  2000% 5 
S - s  - 5  2000% s 
S - s  - s  2000% s 
S - s  - s  2000% s 
5 - 5  - s  2000% s 
S - s  - 5  2000% s 
S - s  - s  2000% s 
s - s  - $  2000% s 
s - s  - 5  2000% s 
0 - a  - s  2000% s 
s - s  - s  2000% s 
S - s  - 5  2000% s 
S - s  - 3  2000% s 
s - 5  - 5  2000% s 
5 - s  - s  2000% $ 
s - s  - 5  2000% s 
S - s  - s  20 00% a 
5 - s  - s  2000% s 
S - s  - s  2000% s 

- s  - s  2000% s 
- s  - s  S 

5 - s  - 5  1667% S 

S 
s 

3 5 8,763,804 S 364 S 8.763.441 

RUCOs Removal of 24 month AFUDC Amortization Deprenalion Expense 

Amortzatian of Regulatory Liabilily Over 5 Years 
Corporate Plant 

Total RUCOAdjustments (lines 110+112+114) 

Company Depreciation 

RUCOs Adjuslmented Depreciation Expense 

References. 
Column [A] Schedule TCJ-4 
Column [E]' From Column [A] 
Column [C] Column [A] - Column [BI 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]. Column [C] x Column [D] 

S (39.449) 

3 31% 
0 1,469,994 
5 48,657 

S 289,896 
s 48.657 
S 241,239 

s 256.547 

S (15.308) 

S (922) 

S (7.889.82) 

S (24.j20) 

S 257,946 

s 233.826 



EPCOR - Mohave Wastewater District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Surrebuttal Schedule 28 
Witness: Michlik 

Property Tax Calculation 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 Weight Factor 
3 
4 
5 

RUCO Adjusted Test Year Revenues 

Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 

6 Number of Years 
7 Three Year Average (Line 5 I Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 * Line 8) 
10 Plus: 10% of CWlP - 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 
13 Assessment Ratio 
14 Assessment Value (Line 12 * Line 13) 
15 Composite Property Tax Rate (Per Company ScheAe) 
16 
17 RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
18 Company Proposed Property Tax 
19 
.20 RUCO Test Year Adjustment (Line 16-Line 17) 
21 
22 
23 
24 

Property Tax - RUCO Recommended Revenue (Line 14 Lin 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

25 Increase to Property Tax Expense 
26 Increase in Revenue Requirement 
27 Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

1,055,839 
2 

2,111,678 
1,055,839 
3,16731 7 

3 
1,055,839 

2 
2,111,678 

21,457 

2,133,135 
18.1% 

385,735 
13.5976% 

$ 52,451 
53,660 

$ (1,209) 

$ 1,055,839 
$ 2,111,678 2 

$ 1,140,393 3 

$ 1,309,502 
3,421,180 

2 
$ 2,280,787 

21,457 
$ 
$ 2,302,244 

18.1% 
$ 416,315 

13.5976% 
$ 

$ 56,609 
$ 52,451 
$ 4,158 

$ 4,158 
253,663 

1.639234% 

REFERENCES: 
Column [A]: Company Filing 
Column [e]: Testimony JMM 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Surrebuttal Schedule 29 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
- NO. 

1 
DESCRIPTION 

2 
3 
4 Calculation of lncome Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Svnchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 
27 
28 
29 

Test Year 
$ 1,055,839 
$ 942,356 
$ 112,591 
3 892 

6.0000% 
$ 54 
$ 838 

126 
- 

$ 126 
$ 179 

$ 4,467,898 
2.52% 

$ 112,591 

Income Tax - Per RUCO $ 17Q ..I 

Income Tax - Per Company $ (27,928) 
RUCO Adjustment $ 28,107 



LINE 
NO. 

COMPANY RUCO RUCO' 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Wastewater District 
Docket No. WS-O1303A-14-0010 
Test Year Ended June 30,2013 

Monthly Usage Charge Present 

Meter Size (All Classes): 
Residential (per ERU) $ 56.5500 
Commercial (per ERU) 56.5500 
Public Authority (per ERU) 56.5500 
Large Commercial 72.8900 

Commodity Charge - Per 1,000 Gallons 

Large Commercial $ 2.2800 

Effluent $ 0.6991 

Rate Design 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 1 of 1 

Company RUCO 
Proposed Rates Recommended Rates 

$ 81.9975 
81.9975 
81.9975 

105.6905 

$ 70.9137 
70.9137 
70.9137 
91.4041 

$ 3.3060 

$ 0.6991 

0 2.8591 

$ 0.6991 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

RUCO Surrebuttal Schedule 32 
Witness: Michlik 

Typical Bill Analysis 
Residential 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

1,436 $ 56.55 $ 82.00 $ 25.45 45.00% Average Usage 

Median Usage NIA NIA N/A NIA NIA 

RUCO Recommended 

Average Usage 1,436 $ 56.55 $ 70.91 $ 14.36 25.40% 

Median Usage NIA NIA NIA NIA NIA 

Present & Proposed Rates (Without Taxes) 
Residential 

Gallons 
Consumption 

$ 
1,000 $ 
2,000 
3,000 
4,000 
5,000 
6,000 
7.000 
8,000 
9,000 
10.000 
11,000 
12,000 
13.000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45.000 
50,000 
75,000 
100,000 

Company RUCO 
Present Proposed % Recommended % 
Rates Rates Increase Rates Increase 

56.55 3 82.00 45.00% $ 70.91 25.40% 
56.55 $ 82.00 45.00% $ 70.91 25.40% 
56.55 S 82 00 45.00% $ 70.91 25.40% 

45.00% $ 70.91 25.40% 
45.W% S 70.91 25.40% 
45.00% I 70.91 25.40% 
45.00% $ 70.91 25.40% 
45.00% I 70.91 25.40% 
45.00% Z 70 91 25.40% 

56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56.55 
56 55 

~- . 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 
82.00 

45.00% $ 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% S 
45.00% $ 
45.00% I 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% I 
45.00% $ 
45.00% $ 
45.00% 5 
45.00% $ 
45.00% $ 
45.00% $ 
45.00% S 
45.00% $ 
45.00% $ 

.. 

70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 
70.91 

25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 
25.40% 



2 

3 

4 

5 

6 

7 

8 

9 

10 

I 1  

12 

13 

14 

I 

.. ----. -. . CORPORATION COMMISSION 

SUSAN BITTER SMITH 
CHAIRMAN 

BOB STUMP 
COMMISSIONER 

BOB BURNS 
COMMISSIONER 

DOUG LITTLE 
COMMISSIONER 

TOM FORESE 
COMMISSIONER 

1015 MAR -9 P I :  58 

AZ C02P COIIMISSI. 
DOCKET CONTROL 

ORIGINAL 

15 

16 

17 

IN THE MATTER OF THE APPLICATION OF 
EPCOR WATER ARIZONA INC., AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT FAIR 
VALUE OF ITS UTILITY PLANT AND 
PROPERTY AND FOR INCREASES IN ITS 
RATES AND CHARGES FOR UTILITY 
SERVICE BY ITS MOHAVE WATER 
DISTRICT, PARADISE VALLEY WATER 
DISTRICT, SUN CITY WATER DISTRICT, 
TUBAC WATER DISTRICT, AND MOHAVE 
WASTEWATER DISTRICT. 

Docket No. WS-01303A-14-0010 

Arizona Corporation Commission 

MAR 0 9 2015 

DOCKETED 

NOTICE OF ERRATA 

The Residential Utility Consumer Office (“RUCOn) hereby provides notice of filing ar 

Errata to the Surrebuttal Testimony Schedules of Jeffrey Michlik, in the above referencec 

matter. The schedules are Mr. Michlik‘s Surrebuttal Schedule 31 pages 1 of 2 and 2 of 2 anc 
18 ll 
19 

20 

21 

22 

23 

24 

Schedule 32. 

RESPECTFULLY SUBMllTED this 9th day of March, 2015 

Ddhiel W. Pozefsky 
Chief Counsel 
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AN ORIGINAL AND THIRTEEN COPIES 
of the foregoing filed this 9th day 
of March, 2015 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

COPIES of the foregoing hand delivered/ 
mailed this 9th day of March, 2015 to: 

Dwight Nodes 
Hearing Division 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, Arizona 85007 

Robin Mitchell 
Matthew Laudone 
Legal Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Steve Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Thomas Campbell 
Michael Hallam 
Lewis Roca Rothgerber, LLP 
201 E. Washington St., Suite 1200 
Phoenix, Arizona 85004 

Marshall Magruder 
P.O. Box 1267 
Tubac, Arizona 85646 

Rich Bohman 
Santa Cruz Valley Citizens Council 
P.O. Box 1501 
Tubac, Arizona 85646 

-2- 

Greg Patterson 
WUAA 
916 W. Adams, Suite 3 
Phoenix, Arizona 85007 

Delman Eastes 
2042 E. Sandtrap Lane 
Fort Mohave, Arizona 86426 

William Bennett 
Paradise Valley Country Club 
7101 N. Tatum Blvd 
Paradise Valley, Arizona 85253 

Robert Metli 
Munger Chadwick 
2398 E. Camelback Rd, Suite 240 
Phoenix, Arizona 85016 

Andrew Miller 
6401 E. Lincoln Dr. 
Paradise Valley, Arizona 85253 

Jim Stark 
Sun City Homeowners Association 
10401 W. Coggins Drive 
Sun City, Arizona 85351 

AI bert Gervenack 
14751 W. Buttonwood Drive 
Sun City West, Arizona 85373 



Monthly Usage Charge 

Metef Size (AH Classes): 
5l8x3l4 Inch - ResidenEal Low Income 
5/8x3/4 Inch 
314 Inch 
1 Inch 
1 IElnch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 

2 Inch lrrlgation 
Irrigation Raw 
Public Intmplibk - Peoria 

Monthly S m i x  Charge for Fire Sprinkler 
3 Inch 
4 Inch 
6 inch 
8 Indl 
10 Inch 

PrivaQ Hydrant standby - Peoria 

Commodily Charge - Per 1,OOO Gallons 

518x314 and 3l4' Meter (Residential) 
First 1 ,ooO gallons 
1,001 to 3.000 ganm 
3,001 to 9,000 galkma 
9.001 to 12.000 gallons 
over 12.000 gallons 

5I8x314 and 3/4' Me(er f C o ~ e r d d  
First 9.000 gallonr 
Over 9.000 gabns 

1' Meter (ResMenUal) 
First 1,000 gallons 
1 ,001 to 3.000 g a b s  
3,001 to9,CWgayons 
9,001 to 12,000 g a h S  
Over 12.000 gallom 

FW 20.000 g#ms 
Over 20,000 gawonS 

1' Meter (Commerdan 
First 12,000 gallons 
Over 12.000 gayoM 

1.5" Meter (Residential) 
~ i rs t  I .OM) ganom 
1.001 to 3.000 gallons 
3,001 to 9,000 gallons 
9,001 to 12.000ga#Ons 
Over 12.000 gauons 

1.5" Meter (Residential) 
First 40.000 g a b s  
Over 40.000 gallons 

1.5" Meter (Cornmedal) 
Fkst 40,000 galions 
over40.000 @Ions 

1.5" Meter (Residential and C o m m m  
First 35,CW gal)om, 
Over 35.000 gallons 

3 Meter fRasldentla[l 
Fint 1,ooO gallons 
1,001 to 3,000 gallons 
3,001 lo 9,oM) galbns 
9,001 to 12,000 gallons 
Over 12,ooO gallons 

Present 

J 4.3801 
8.760 
8.760 

21.8901 
43.786 
70.050 

140.106 
218.9oor 
437.810( 
700.500( 

77.590 
8.160( 

9.733 
9.7w 
9.7m 

14.010( 
20.140( 

8.22Ol 

Rate Design 

RUCO Sumbuttel Schedule 31 
Wmss. Mchlik 

P q R l  Of2 

S 0.7291 
1.07Oi 
1.3621 
1.653s 
1.8896 

1.3621 
1.8896 

0.729'1 
1.070i 
1.3621 
1 .ms 
1 9898 

1.3621 
1 .gags 

NIA 
NIA 

0.7297 
1.0702 
1.3621 
1.6539 
1 .e896 

NIA 
NIA 

1.2821 
Igegs 

NIA 
NIA 

0.7297 
1.0702 
1.3621 
1.6530 
1.9896 

EPCbR - Sun City Water District 
W e t  No. WS01303A14-W10 
Test Year Ended June 30.2013 

. '  

CanPanY 
Proposed Rates 

S 6.422 
10.704 
10.704 
26.761 
53.523 
85.637 

171.275 
267.61& 
535.236 
856.3771 

94.815 
9.971 

10.81M 
10.81LX 

15.565 
22.375! 

I 0.81 m 

9.132, 

S 0.750( 
1 370: 
1 .w; 
1 .a 
2.120i 

I .8302 
2.120i 

0.750( 
1.370i 
1.66Oi 
1.9002 
2.1 202 

1 .E302 
2.1202 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

1 .E302 
2.1202 

NIA 
NIA 

NIA 
NIA 
N/A 
NIA 
NIA 

RUCO 
R e m e n d e d  Rates 

s 4.3800 
8.7600 
6.7600 

21.8900 
43.7800 
70.0500 

140.1Ooo 
218.9000 
437.8100 
700.5000 

77.5900 
8.1600 

9.7300 
9.7300 
9.7300 

14.01 00 
20.1400 

8.2200 

S 0.7600 
1.1055 
1.4070 
1.7085 
2.0553 

1.4070 
2.0553 

0.7600 
1.1055 
1.4070 
1.7085 
2.0553 

NIA 
NIA 

1.4070 
2.0553 

NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
NIA 

NIA 
NIA 

1.4070 
2.0553 

NIA 
N/A 
NIA 
NIA 
NIA 



Rate Deslgn 

NIA 
NIA 

1.3621 
1.9896 

0.7297 
1.0702 
1.3621 
1 .E539 
1.9896 

NIA 
NIA 

1.3821 
1.9896 

0.7297 
1.0702 
1.3621 
1.6538 
1.9898 

NIA 
NIA 

1.3621 
1.9896 

0.1297 
1.0702 
1.3821 
1 .E539 
1.9898 

NIA I 
NIA 

1.3821 
1 .e896 

0.7297 
1.0702 
1.3621 
1.6539 
1 .gee8 

NIA 
N/A 

1.3621 
1.9896 

1.1832 

1.1632 

1.2551 

1 .mi7 

1.1400 

0.8480 1 

EPCOR - Sun City Water District 
Docket No. WS01303A-14-0010 
Test Year Ended June 30.2013 

. -  

2" Meter (Residential) 
First 64,OOO gallons 
Over 64.000 gallons 

2" Meter (Cmmem'af) 
First 64.000 gallons 
Over 64,000 gallons 

3" Meter (Rasidenlial) 
First 1.000 gallons 
1 ,001 to 3.000 gallons 
3.001 to 9,000 gallons 
g,W1 to 12.000 gallons 
over 12,000 gallons 

3" Meter (Residential) 
First 131,000 galions 
Over 131.000 gallons 

3" Meter ~Commerdal) 
First 131.000 gallons 
Over 131,000 gallons 

4" Meter (Residential) 
First 1.000 galbns 
1.001 to 3,000 gallons 
3,001 to 9,000 gallons 
9,001 to 12.000 gallons 
over 12.000 SalfMS 

First 205,000 gallons 
Over 205,000 gallons 

4" Meter ~CWmnerdaQ 
First 205.000 galloM 
Over 205.000 gallons 

8" Meter (ResidedaQ 
First 1,000 gallons 

3,001 to 9,000 gaH~ls  

4' MeterfResidentiaQ 

1.001 to 3,000 gallons 

9,001 to 12.000 gallons 
over 12,000 gallons 

C Me(er (ReMenthQ 
Flrst 41 5.000 gallons 
Over415,000 gallons 

8" Meter fCommerciaQ 
F1rsl415,000 gallons 
oVW415.000 QallonS 

8' Meter fReaidentiaQ 
First 1 .000 gal!ans 
1,001 to 3 . m  gallons 
3.001 to 9,000 gallons 
9,001 ta 12.000 gallons 
Over 12.000 gailons 

8' Meter (Residential) 
Firsl670.000 gallons 
Over 670.000 gallons 

8" Meter fCommetcial) 
FKst 670.000 gallons 
Over 670.000 gallons 

3 Indl - PUMC InteNptible (All Gallono) 

Public Intwptibla - Peoria (An Gallons) 

2 Inch lmation (All Oallons) 

Mgalion - Raw Water (AN Gallons) 

Private Hydrant- Peoria (A!4 Gallons) 

Centrd Atizm P W  - Raw Water (Aw Gilllons) 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
MA 
NIA 

1.8302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1 202 

RUCO Surrebuttal Schedule 31 
Witness: Michlik 

Page 2 of 2 

1.4070 
2.0553 

1 A070 
2.0553 

NIA 
NIA 
N/A 
NIA 
NIA 

1.4070 
2.0553 

1 .4070 
2.0553 

NIA 
NIA 
NIA 
NIA 
NIA 

I ,4070 
2.0553 

1.8302 
2.1202 

NIA 
N/A 
NIA 
NIA 
NIA 

1 .e302 
2.1202 

1.8302 
2.1202 

NIA 
NIA 
NIA 
NIA 
NIA 

1.8302 
2.1202 

NIA 
NIA 

1.3958 

1.3958 

1.5061 

1.2044 

1.3680 

I 

1.4070 
2.0553 

NIA 
N/A 
NIA 
NIA 
NIA 

1 A070 
2.0553 

1.4070 
2.0553 

NIA 
WA 
NIA 
NIA 
NIA 

1 .4070 
2.0553 

1.4070 
2.0553 

1.1632 

1.1832 

1.2551 

1.0037 

1.1m 

0.8480 



RUCO Sumbuttal Schedule 32 
Witness: Yichlik 

Typical Bill Analysis 
General Service 5/8 x 34-lnch Meter 

Present Proposed Dollar Percent 
Ccinpany Proposed Gallons Rates Rates I m a s e  lnaease 

Average Usage 7.203 s 17.36 S 21.17 $ 3.82 22.00% 

Median Usage 6.000 15.72 19.18 $ 3.48 22.01% 

RUCO Recommended 

Average Usage 7,203 $ 17.36 $ 17.64 $ 0.29 1.67% 

Median Usage 6,000 15.72 15.95 S 0.24 1.50% 

Present I Proposed Rates (Without Taxes) 
General Service 9 8  x 3/4-inch Meter 

Gallons 
Ccnwmptii 

1 ,000 
2,000 
3.000 
4,000 
5,000 
6.000 
7.000 

9,000 
10,000 
1 1.000 
12.000 
13.000 
14.wO 
15.000 
16,000 
17.000 
18.000 
19,000 
20,000 
25,000 
30mJ 
35,000 
40,OO0 
45mQ 

75,000 
100.000 

present 
Rater 

8.76 
9.49 

10.56 
11.63 
12.99 
14.35 
15.72 
17.08 
18.44 
19.80 
21.46 
23.1 1 
24.76 
26.75 
28.74 
30.73 
32.72 
34.71 
36.70 
38.69 
40.68 
50.63 
80.58 
70.53 
80.47 
90.42 

100.37 
150.11 
199.85 

Company 
Ptoposed 

Rates 
t 10.70 
5 11.45 
s 12.82 
s 14.20 
s 15.88 
5 17.52 
s 19.18 
$ 20.84 
s 22.50 
s 24.16 
$ 26.06 
$ 27.96 
5 29.86 
5 31.98 
s 34.10 
$ 36.22 
5 38.34 
s 40.46 
s 42.58 
s 44.70 
5 46.82 
s 57.42 
S’ 68.02 
s 78.62 
3 89.22 
s 99.82 
s 110.42 
s 163.43 
5 216.43 

RUCO 

lrtuease R a t a  
% Recommended 

22.20% s 8.76 
20.71% $ 9.52 
21.45% s 10.63 
22.06% $ 11.73 
22.04% s 13.14 
22.02% $ 14.55 
22.01% 5 15.95 
22.00% 5 17.38 

21.98% 5 20.17 
21.44% $ 21.86 
20.97% s 23.59 
20.56% s 25.30 
19.52% S 27.35 
18.63% S 29.41 
17.84% $ 31.46 
17.16% $ 53.52 
16.55% S 35.58 
18.01% $ 37.63 
15.52% S 39.69 
1569% $ 41.74 
13.41% S 52.02 
12.29% $ 62.29 
11.48% s 72.57 
10.87% $ 82.85 
10.40% 5 93.12 
10.02% s 103.40 
8.07% S 154.78 
8.30% $ 206.16 

21.99% $ i 8 . n  

% 
IlwxeasB 

0.00% 
0.32% 
0.62% 
0.87% 
1.12% 
1.33% 
1 .a% 
1.64% 
1.78% 
1.87% 
1.98% 
2.07% 
2.16% 
2.24% 
2.32% 
2.38% 
2.44% 
2.48% 
2.53% 
2.57% 
2.60% 
2.74% 
2.83% 
2.90% 
2.95% 
2.99% 
3.02% 
3.11% 
3.16% 

* 
v - * <  . 

EPCOR - Sun City Water DlsMct 
Docket No. WS41303A-I44010 
Test Year Ended June 30.2013 
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ARIZONA WATER COMPANY 

Docket No. W-01445A-12- 

2012 RATE HEARING 

(For Test Year Ending 12/31/11 

PREPARED 

DIRECT TESTIMONY & EXHIBITS 
OF 

Joel M. Reiker 
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Q. 

A. 

Q. 

A. 

For each system that is required to participate in the MAP, the Company 

must pay an annual fee to the ADEQ based on a formula in that agency's 

regulations covering the normal testing requirements. Pursuant to the 

Company's MAP Surcharge Tariff, MA-262, a filing is made with the Director 01 

the Utilities Division in October of each year to establish the surcharge to be 

effective beginning the following January. The MAP surcharge revenues 01 

$16,244 collected in 201 I and the MAP expenses of $1 5,986, recorded in 201 1 

for the Northern Group, should be removed from the Test Year revenues and 

expenses to determine new base rates in this proceeding. 

WHAT ARE THE ADVANTAGES OF RETAINING THIS METHOD OF DEALING 

WITH MAP COSTS? 

There are several benefits to retaining the procedure as currently designed, 

First, because the testing costs are outside the control of the Company and set 

by another State agency independent of the Commission, it is beneficial to inform 

customers on their bills that participation in MAP testing is required by the ADEQ 

and not the Commission. Additionally, the MAP surcharge procedure provides a 

direct benefit to customers when MAP program cost reductions realized in the 

past are passed on to customers by way of a reduced MAP surcharge, or a water 

system's requirement to participate in the MAP is eliminated altogether as a 

result of customer growth. 

PLEASE EXPLAIN INCOME STATEMENT ADJUSTMENT IS-4 - REMOVE 

ARSENIC C.OST RECOVERY MECHANISM ("ACRM") REVENUES. 

Income statement adjustment IS-4, detailed on page 4 of the Appendix to 

Schedule C-2, removes the Test Year surcharge revenues collected pursuant to 

the Company's ACRM. During the Test Year, a step-one ACRM surcharge was 

in effect in the Sedona portion of the Verde Valley system. This adjustment 

reduces revenues by $52,771, reflecting the recovery of capital costs (return and 

depreciation) related to arsenic treatment facilities. Because the costs 

U \RATECASEuO12 Nodtmm GloupV3r.d TestimonyvleikeM7M12.doc 
JMR IRC: 7RlRo12 2:VJ PM I 15 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

associated with these facilities are reflected in the Company's adjusted Test Yea1 

operating income, the Test Year revenues collected pursuant to the ACRN 

should be removed. 

IS THE COMPANY REQUESTING AUTHORITY TO FILE ADDITIONAL 

ACRMS IN THE FUTURE? 

Yes. As explained by Mr. Harris and Mr. Schneider, the Company must desigr 

and construct additional arsenic treatment facilities in the Navajo and Verdc 

Valley systems. Without the authority to implement surcharges under the ACRM 

the capital and operating costs related to these federally-mandated projects wil 

go unrecovered for an extended period of time. As a result, the Compan) 

requests authority in this docket to file additional ACRM surcharges in the Navajc 

and Verde Valley systems, to be "trued-up" in a future rate proceeding. 

DID THE COMMISSION AUTHORIZE THE COMPANY TO FILE FOR 

ADDITIONAL ACRM SURCHARGES IN DECISION 718451 

Yes. In Decision No. 71 845, the Commission recognized the ACRM's usefulness 

in providing the Company an opportunity to recover certain types of discrete cosi 

increases associated with major plant investment, and authorized the Cornpan) 

to file for additional ACRM surcharges. In this proceeding, the Company 

requests authority to implement future ACRM surcharges in the Navajo and 

Verde Valley systems. 

PLEASE EXPLAIN INCOME STATEMENT ADJUSTMENT IS-5 - ADJUST 

REVENUES TO REFLECT MISCELLANEOUS CREDITS AND COIN MACHINE 

SALES. 

Income statement adjustment IS-5, detailed on page 5 of the Appendix to 

Schedule '2-2, is a "housekeeping" adjustment designed to adjust booked 

revenues to reflect the actual amount of water dispensed from the Company's 

coin operated machines. Income statement adjustment IS-5 reduces revenues 

by $38 in the Northern Group. 

u \RAlECASNo12 Northern GrnupU2r.d TestronyWeikd073(J12 dac 
JYR'JRC 7nino12 2 i e ~ ~  
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BEFORE THE ARIZONA CORPORATION COMMISSION 

KRISTIN K. MAYES 

GARY PIERCE 
Chairman Arizona Corporatjon Commission 

Commissioner 
DOCKETED 

PAUL NEWMAN AUG 10 2010 Commissioner 

Commissioner 

Commissioner 

SANDRA D. KENNEDY 

BOB STUMP 

DOCKET NO. W-O1303A-98-0507 

DECISION NO. 71841 I LN THE MATTER OF THE APPLICATION 
OF ARIZONA-AMERICAN WATER 
COMPANY - PARADISE VALLEY 
WATER DIVISION FOR AN INCREASE IN 
RATES 

3pen Meeting 
luly 27 and 28,2010 
Phoenix, Arizona 

BY THE COMMISSION: 

[ntroduction 

1. Pursuant to Decision No. 61 83 1, Arizona-American Water Company (“Az-Am” or 

‘Company”) filed an application on March 9, 2010, with the Arizona Corporation Commission 

:“Commission’’) revising its Central Arizona Project ((‘CAP”) surcharge rate. The revised CAP 

iurcharge rate requested is $0.4660 per 1,000 gallons of usage, which consists of a surcharge of 

60.2036 per 1,000 gallons of usage to recover the under-collection of prior years’ surcharge for the 

{ears 2006, 2007, and 2008, to be in effect for three years; plus a surcharge of $0.2624 per 1,000 

;allons of usage for the collection of the current annual CAP capital and delivery charges. The 

Zompany indicates that the under-collected portion from the prior years amounts to $1,038,386. 

2. The revised combined CAP surcharge of $0.4660 per 1,000 gallons of usage is 

ipplicable to all residential customers’ usage in excess of 45,000 gallons during any monthly 

dling cycle and for all usage of all non-residential customers except re-sale customers. 
. .  

_ -  __ 2 - _ _  - . -2 -= 
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3. The current combined CAP surcharge is $0.2009 per 1,000 gallons of usage and has 

been in effect since February I ,  2006. Although Decision No. 6183 1 required the Company to file 

an annual revisiodupdate of the CAP surcharge by December 1 of each year to become effective 

each following January 1, the Company failed to revise the CAP surcharge since January 13, 2006, 

when it late-filed its revision for 2005, resulting in the current rate effective February 1,2006. 

Background 

4. On August 14, 1998, Az-Am filed with the Commission a rate increase application 

seeking a genera1 rate increase and also seeking a revision to its CAP surcharge mechanism. 

Decision No. 61 83 1 authorized the current calculation methodology which allows the Company to 

collect its current CAP capital and delivery charges. For the first five years of the revised CAP 

surcharge there was an additional charge attributed to deferred CAP charges. These deferred 

charges, having now been filly collected, are no longer a component of the current CAP surcharge 

calculation. 

5. The Commission established the CAP surcharge to aid the Company in its efforts to 

utilize renewable sources of water and minimize its use of ground water. 

Calculation of CAP Surcharge 

6.  Decision No. 61831 indicates that both Staff and the Residential Utility Consumer 

Office (“RUCO”) should review and approve any proposed surcharge changes or true-up. Staff’s 

review of the Company’s filing indicated problems with the Company’s calculations. Staff filed a 

notice on April 7, 2010, indicating that Staff had concerns with the surcharge calculations and 

could not approve the new surcharge amount. On April 30, 2010, Staff filed a Memo to the 

Docket indicating S t a r s  specific concerns. 

7. On May 28,2010, the Company re-filed its application to revise the CAP surcharge. 

As revised, the Company’s combined CAP surcharge rate requested is $0.2441’ per 1,000 gallons 

of usage, which consists of a surcharge of $0.0872 per 1,000 gallons of usage to recover the under- 

collection of prior years’ surcharge for the years 2006, 2007, and 2008, to be in effect for three 

Staff notes a calculation error of $0.0001, but has not altered it as it is too small and may be due to rounding 
_ .  - . .  

- - A  differences. - 
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rears; plus a surcharge of $0.1570 per 1,000 gallons of usage for the collection of the current 

.nnual CAP capital and delivery charges. The Company indicates that the under-collected portion 

rom the prior years amounts to $444,516. The Company requests that the new surcharge rate 

become effective July 1 , 201 0. 

8. For the future, the Company requests that it be allowed to extend its annual filing 

late from December 1 to January 31 for revising its CAP surcharge. If this is done, the effective 

Late will need to be each following March 1 .  

9. Staff finds the Company’s revised combined CAP surcharge amount of $0.2441 per 

,000 gallons of usage acceptable. 

10. Staff believes that, in its next rate application filed for the Paradise Valley Water 

Iistrict, the Company should include the CAP capital and delivery charges in its costs in base 

ates, thereby eliminating the CAP surcharge. 

11. The Company’s revised combined CAP surcharge amount of $0.2441 per 1,000 

;allons of usage is reasonable and should be authorized to become effective July 1,2010. 

12. Staffs recommendation that the Company include the CAP capital and delivery 

:harges in its costs in base rates and eliminate the CAP surcharge in the next rate increase 

ipplication filed for its Paradise Valley Water District is reasonable and should be adopted. 

CONCLUSIONS OF LAW 

1. The Company is a public water service corporation within the meaning of Article 

YV of the Arizona Constitution and A.R.S. $8 40-250 and 40-252. 

2. The Commission has jurisdiction over the Company and of the subject matter of the 

ipplication. 

3. Approval of a CAP surcharge is consistent with the Commission’s authority under 

the Arizona Constitution, Arizona ratemaking statutes, and applicable case law. 

4. It is in the public interest to approve the Company’s request for implementation of 

the revised CAP surcharge as discussed herein. 

. . .  

. .  . . .  
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ORDER 

IT IS THEREFORE ORDERED that the application by Arizona-American Water 

Company for the implementation of its revised CAP surcharge is approved as discussed herein. 

IT IS FURTHER ORDERED that Arizona-American Water Company shall file a revised 

CAP surcharge tariff showing both the $0.0872 and $0.1570 per 1,000 gallon surcharges; and the 

future January 31 filing dates and future March 1 effective dates within 15 days of the effective 

date of this Decision. 

IT IS FURTHER ORDERED that Arizona-American Water Company shall notify its 

customers of the revised CAP surcharge tariff approved herein by August 30,2010. 

IT IS FURTHER ORDERED that, should Arizona-American Water Company fail to 

timely file its annual CAP surcharge revision, it will not be allowed to collect any under-collection 

From a prior period or, if an over-collection occurs due to late or non-filing, it will immediately 

refund the over-collections, including appropriate interest to be determined by the Commission. 

. . .  

. . .  

. .  

, . .  

. . .  

. .  

. .  

. .  

. .  - . _ _  - - A  - 
.-e% -- k 

Decision No. 71841 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2s 

26 

27 

28 

'age 5 Docket No. W-01303A-98-0507 

IT IS FURTHER ORDERED that Arizona-American Water Company shall include the 

ZAP capital and delivery charges in its costs in base rates and eliminate the CAP surcharge in the 

iext rate increase application filed for its Paradise Valley Water District. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 

CHAIRMEN A COMMISSIONER 

IN WITNESS WHEREOF, I, ERNEST G. JOHNSON, 
Executive Director of the Arizona Corporation Commission, 
have hereunto, set my hand and caused the official seal of 
this Commission to be affixed at the Capitol, in the City of 
Phoenix, this /p day of &d ,2010. 

.JO- 

XSSENT: 

DISSENT: 

3MO: D W C:lhmvMA 

- _  - - - 4  
1 . -5% - -- 
E Decision No. 71841 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

GARY PIERCE 

BOB STUMP 
Chairman 

Commissioner 

Arizona Corporation Commission 
DOCKETED 

PAUL NEWMAN MAR - 3  2011 
SANDRA D. KENNEDY 

BRENDA BURNS 

Commissioner 

Commissioner 

Commissioner 

[N THE MATTER OF THE APPLICATION 
OF ARIZONA-AMERICAN WATER 
COMPANY - PARADISE VALLEY 
WATER DIVISION FOR AN INCREASE IN 
RATES 

Open Meeting 
February 17,201 1 
Phoenix, Arizona 

BY THE COMMISSION: 

[ntroduction 

DOCKET NO. W-01303A-98-0507 

DECISION NO. 7Z2O8 

a\ 
CD 

1. Pursuant to Decision No. 61 83 1 and Decision No. 71 84 1, Arizona-American Water 

Company (“Az-Am” or “Company”) filed an application on January 28, 201 1, with the Arizona 

Corporation Commission (“Commission”) revising its Central Arizona Project (“CAP”) surcharge 

rate for its Paradise Valley Water District. The revised CAP surcharge rate requested is $0.3401 

per 1,000 gallons of usage, which consists of a surcharge of $0.1755 per 1,000 gallons of usage to 

recover the under-collection of prior years’ surcharge for the years 2006, 2007, and 2008, to be in 

effect for one year; plus a surcharge of $0.1646 per 1,000 gallons of usage for the collection of the 

current annual CAP capital and delivery charges. The Company indicates that the under-collected 

portion from the prior years amounts to $298,374. 

2. The revised combined CAP surcharge of $0.3401 per 1,000 gallons of usage is 

applicable to all residential customers’ usage in excess of 45,000 gallons during any monthly 

billing cycle and for all usage of all non-residential customers except re-sale customers. 
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3. The current combined CAP surcharge is $0.2441 per 1,000 gallons of usage and has 

,een in effect since August 1,2010. Although Decision No. 61831 required the Company to file 

u1 annual revisiodupdate of the CAP surcharge by December 1 of each year to become effective 

ach following January 1, the Company failed to revise the CAP surcharge in a timely manner. 

Iecision No. 71841 now requires that the Company file an annual revisiodupdate of the CAP 

urcharge by January 3 1 of each year to become effective the following March 1. 

Sackground 

4. On August 14, 1998, &-Am filed with the Commission a rate increase application 

eeking a general rate increase and also seeking a revision to its CAP surcharge mechanism. 

Iecision No. 6 183 1 authorized the current calculation methodology which allows the Company to 

ollect its current CAP capital and delivery charges. For the first five years of the revised CAP 

urcharge there was an additional charge attributed to deferred CAP charges. These deferred 

harges, having now been fully collected, are no longer a component of the current CAP surcharge 

alculation. Decision No. 71841 altered the filing requirements due to the Company’s failure to 

imely frle the annual revisiodupdate. 

5 .  The Commission established the CAP surcharge to aid the Company in its. efforts to 

itilize renewable sources of water and minimize its use of ground water. 

lalculation of CAP Surcharpe 

6. Decision No. 61831 indicates that both Staff and the Residential Utility Consumer 

Iffice (“RUCO”) should review and approve any proposed surcharge changes or true-up. Staff‘s 

eview of the Company’s filing indicated a problem with the Company’s calculations. 

7. The Company’s application indicates the Company’s request to collect the prior 

fears’ under collected balance of $298,374 in the next year. Decision No. 71841 indicated the 

:omission’s desire that the prior years’ under collected balance be recovered over a three-year 

3eriod. The under collected balance grew over several years due to the Company’s failure to 

imely file the annual revisiodupdate. Staff recommends that the Commission continue the same 

Secovery period determined in Decision No. 71841. Therefore, Staff has recalculated the prior 

rears’ uncollected balance portion of the CAP surcharge as follows: 

Decision No. 72208 
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Company as filed: Balance: $29 8 , 3 74/ 
Divisor: 
Result: 

1,700,168 (annual sales in 1,000 gallons) 
$0.1 755/1,000 gallons of usage 

Staff as revised: Balance: $298,3741 
(1,700,168/12 = monthly sales) 

Divisor: 
Result: $0.0726/1,000 gallons of usage 

4,108,749 (29 months left of 36 months) 

8. The Company requests that the new surcharge rate becomes effective March I 

!011. 

9. Staff recommends a combined CAP surcharge amount of $0.2372 per 1,000 gallon 

)f usage. This combined rate indicates the prior years’ surcharge amount of $0.0726 and curren 

rear’s surcharge amount of $0.1646. 

10. Staff fh-ther recommends that, should the Company again fail to timely file it: 

evision to the CAP surcharge, it not be allowed to collect any under-collection from a prior perioc 

lr, if an over-collection occurs due to non-filing, be required to immediately refund the over. 

ollections, including appropriate interest to be determined by the Commission. 

11. Staff continues to believe that the Company should incorporate, in its next rate 

pplication filed for the Paradise Valley Water District, the inclusion in base rates of the CAP 

apital and delivery charges and the elimination of the CAP surcharge. 

12. Staff also recommends that the Company notify its customers of the revised CAP 

lrcharge tariff approved herein in the March billing cycle. 

13. Staffs recommendations as set forth herein are reasonable and should be adopted. 

CONCLUSIONS OF LAW 

1. The Company is a public water service corporation within the meaning of Article 

V of the Arizona Constitution and A.R.S. 6 40-250. 

2. The Commission has jurisdiction over the Company and of the subject matter of the 

)plication. 

3. Approval of a CAP surcharge is consistent with the Commission’s authority under 

e Arizona Constitution, Arizona statutes, and applicable case law. 

Decision No. 72208 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

?age 4 Docket No. W-01303A-98-0507 

4. It is in the public interest to approve the Company’s request for implementation of 

he CAP surcharge as discussed herein. 

ORDER 

IT IS THEREFORE ORDERED that the application by Arizona-American Water 

Zompany for the implementation of its revised CAP surcharge is approved as discussed herein. 

IT IS FURTHER ORDERED that Arizona-American Water Company shall file a revised 

3AP surcharge tariff showing both the $0.0726 and $0.1646 per 1,000 gallon surcharges effective 

vlarch 1,2011. 

IT IS FURTHER ORDERED that Arizona-American Water Company shall notify its 

:ustomers of the revised CAP surcharge tariff approved herein its March 20 1 1 billing cycle. 

IT IS FURTHER ORDERED that, should Arizona-American Water Company fail to 

.imely file its annual CAP surcharge revision, it will not be allowed to collect any under-collection 

%om a prior period or, if an over-collection occurs due to late or non-filing, it will immediately 

*efund the over-collections, including appropriate interest to be determined by the Commission. 

. .  
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IT IS FURTHER ORDERED that Arizona-American Water Company shall incorporate, ir 

its next rate application filed for the Paradise Valley Water District, the inclusion in base rates 0; 

;he CAP capital and delivery charges and the elimination of the CAP surcharge. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 
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BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 
- .  - 

EXCUSED 
C O M .  STUMP 

\ 

COMMISSIONER 

WITNESS WHEREOF, I, ERNEST G. JOHNSON 
Executive Director of the Arizona Corporation Commission 
have hereunto, set my hand and caused the official seal 0; 
this Commission to be affixed at the Capitol, in the City oj 

, 201 1. Phoenix, this 3f4 day of 

EXECUTIVE DIRECTOR 

IISSENT: 

ISSENT: 

M0:DWC:lhmVFW 

Decision No. 72208 

. - -  - - -  . 
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Clounsel 
Residential Utility Consumer Office 
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W. Steven M. Olea 
Director, Utilities Division 
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1200 West Washington Street 
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MS. Janice M. Alward 
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BEFORE THE ARIZONA CORPORATION C‘uMlv1laaluiu 

KRISTIN K. MAYES 
Chairman Arizona Corporafion Commission 

GARY Commissioner PIERCE DOCKETED 
DEC 118 2010 PAUL NEWMAN 

Commissioner 
SANDRA D. KENNEDY 

BOB STUMP 
Commissioner 

Commissioner 

[N THE MATTER OF THE APPLICATION 
3F ARIZONA-AMERICAN WATER 
COMPANY -AN ARIZONA 
ZORPORATION, FOR ADJUSTMENTS TO 
[TS GROUNDWATER SAVINGS FEE FOR 
[JTILITY SERVICE IN ITS SUN CITY 
WATER DISTRICT AND ITS SUN CITY 
WEST WATER DISTRICT 

DOCKET NO. W-0 1656A-98-0577 
WS-02334A-98-0577 

DECISION NO. 72046 
ORDER 

3pen Meeting 
December 6,20 10 
?hoenix, Arizona 

3Y THE COMMISSION: 

[ntroduction 

1.  Pursuant to Decision No. 62293, Arizona-American Water Company (“Az-Am” or 

‘Company”) filed an application on September 24, 2010, with the Arizona Corporation 

Zommission (“Commission”) revising its Groundwater Savings Fee (“GSF”) surcharge rate. The 

3SF surcharge rate requested for the Sun City Water District is a credit of ($0.8325) per household 

>er month for residential customers and a credit of ($0.0590) per 1,000 gallons for all usage for 

:ommercial, public authority, and irrigation customers. The GSF surcharge rate requested for the 

Sun City West Water District is a credit of ($0.1245) per household per month for residential 

:ustomers and a credit of ($0.0131) per 1,000 gallons for all usage for commercial customers. 

kese amounts are to be effective as of November 1,2010, and run for one year to offset the over- 

.. 
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collected balances that have accumulated less the estimated Central Arizona Project (“CAP”) 201 I 

costs. 

2. The Sun City Water District over-collection amounts to $710,046 (as of Augusi 

2010) and is offset by its 2011 estimated CAP costs of $337,913 resulting in an estimated over- 

collected balance of $372,133 that the requested GSF credit is intended to cover. The Sun Citj 

West Water District over-collection amounts to $228,079 (as of August 2010) and is offset by its 

201 1 estimated CAP costs of $191,341 resulting in an estimated over-collected balance of $36,738 

that the requested GSF credit is intended to cover. 

3. The current GSF surcharge for the Sun City Water District is $1.565 per household 

per month for residential customers and $0.1192 per 1,000 gallons for all usage for all users other 

than residential, The current GSF surcharge for the Sun City West Water District is $1.5958 per 

household per month for residential customers and $0.1740 per 1,000 gallons for all usage for all 

users other than residential. These current rates have been in effect since December 1, 2005. 

Although Decision No. 62293 indicated that the Company was to file an annual revisiodupdate of 

:he GSF surcharge by November 1, of each year to become effective the following December 1, 

!he Company failed to revise the GSF surcharge since November 1, 2005, resulting in the current 

-ate effective December 1 , 2005. 

Backeround 

4. On October 1,  1998, Az-Am filed with the Commission an application for approval 

) f a  CAP water utilization plan, authorization of a groundwater savings fee, and recovery of CAP 

:xpenses. Decision No. 62293 authorized the current calculation methodology which allows the 

2ompany to collect its current CAP capital and delivery charges and offsets those expenses with 

groundwater replenishment credits. For the first five years of the GSF surcharge there was an 

idditional charge attributed to deferred CAP charges. These deferred charges, having now been 

uliy collected, are no longer a component of the current GSF surcharge calculation. 

5.  The Commission established the GSF surcharge to aid the Company in its efforts to 

itilize renewable sources of water and minimize its use of ground water. 

. .  

Decision No. 72046 
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Calculation of CAP Surcharge 

6 .  The Company was to file annual revisionshpdates of the GSF surcharge and did so 

megularly for the first five years. However, the Company has failed to file an update of the GSF 

;urcharge since November 1,2005, resulting in the previously described over-collections. 

7. The Company’s application indicates that the requested GSF surcharge credit rates 

;hould eliminate (or substantially reduce) the over-collected balances within a 12-month period. 

rhe Company requests that the new surcharge credit rates become effective November 1,201 0. 

8, Staff finds the Company’s requested GSF surcharge credit rates acceptable. All 

.esidential customers in the Sun City Water District will experience a $2.3975 reduction in their 

nonthly bill. All residential customers in the Sun City West Water District will experience a 

$1.7203 reduction in their monthly bill. 

9. Staff believes that, in its next rate application filed for the Sun City Water District 

md the Sun City West Water District, the Company should include the CAP capital and delivery 

:harges and the offsetting replenishment credits in its costs included in its base rates, thereby 

Aiminating the need for the GSF surcharge in the hture. 

10. The Company’s requested GSF surcharge credit rates are reasonable and should be 

iuthorized to become effective November 1,2010. 

1 1. Staffs recommendation that the Company incorporate, in its next applications filed 

br the Sun City Water District and the Sun City West Water District, a description of how to 

nclude in base rates the CAP capital and delivery charges along with the offsetting replenishment 

:redits and the elimination of the GSF surcharge is reasonable and should be adopted. 

12. To facilitate the Company’s annual revision of its GSF surcharge, we conclude that 

he Company should file its annual revision by January 3 1 of each future year beginning in 20 12, 

with an effective date for the revised tariff of the following March 1. The Commission recently 

tpproved this same annual revision dating for the Company’s Paradise Valley Water District CAP 

iurcharge adjustor mechanism in Decision No. 71841, August 10,2010. The annual filings should 

:ontinue until such time as the Company files its next rate case for the Sun City Water District and 

he Sun City West Water District. 

Decision No. 72046 
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CONCLUSIONS OF LAW 

1. The Company is a public service corporation within the meaning of Article XV of 

he Arizona Constitution and A.R.S. $0 40-250 and 40-252. 

2. The Commission has jurisdiction over the Company and of the subject matter of the 

ipplication. 

3. Approval of a GSF surcharge is consistent with the Commission’s authority under 

he Arizona Constitution, Arizona statutes, and applicable case law. 

4. It is in the public interest to approve the Company’s request for implementation of 

he GSF surcharge as discussed herein. 

ORDER 

IT IS THEREFORE ORDERED that the application by Arizona-American Water 

Company for the implementation of its GSF surcharge is approved as discussed herein. 

IT IS FURTHER ORDERED that Arizona-American Water Company shall file a revised 

GSF surcharge tariff as discussed herein within 15 days of the effective date of this Decision. 

IT IS FURTHER ORDERED that Arizona-American Water Company shall notify its 

customers of the revised CAP surcharge tariff approved herein by December 15,20 1 0. 

IT IS FURTHER ORDERED that Arizona-American Water Company shall file its annual 

revision of the GSF surcharge with the Commission no later than January 31 of each future year 

beginning in 2012, with an effective date of the following March 1. The filings shall continue 

until further order of the Commission. 

. . .  

. . .  

I . .  

. . .  

. . .  

. . .  
, .  

. . .  

. . .  
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IT IS FURTHER ORDERED that Arizona-American Water Company shall incorporate, ir 

its next applications filed for the Sun City Water District and the Sun City West Water District, s 

description of how to include in base rates the CAP capital and delivery charges along with the 

Dffsetting replenishment credits and the elimination of the GSF surcharge. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 
n 

IN WITNESS WHEREOF, I, ERNEST G. JOHNSON, 
Executive Director of the Arizona Corporation Commission, 
have hereunto, set my hand and caused the official seal of 
this Commission to be affixed at the Capitol, in the City of 
Phoenix, this 4GPf day of &L , 2010. 

EXECUTIVE DIRECTOR 

IISSENT: 

IISSENT: 

3MO:DWC:lhmUFW 

. .- . .. - 

Decision No. 72046 
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Ms. Sandra L. Murrey 
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2355 West Pinnacle Peak Road, Suite 300 
Phoenix, Arizona 85027 

Mr. Daniel Pozefsky 
Counsel 
Residential Utility Consumer Office 
1 1 10 West Washington Street, Suite 220 
Phoenix, Arizona 85007 

Mr. Steven M. Olea 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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EXECUTIVE SUMMARY 
EPCOR WATER ARIZONA, INC. 

DOCKET NO. WS-01303A-14-0010 

EPCOR Water Arizona Inc. (“EWAZ’ or “Company”) is an Arizona “C” Corporation.l 
EPCOR is a for profit certificated Arizona public service corporation that provides water 
and wastewater utility service to various communities throughout the State of Arizona. 
On March I O ,  2014, the Company filed an application for a permanent rate increase for 
its Mohave Water, Paradise Valley Water, Sun City Water, Tubac Water, and Mohave 
Wastewater Districts. EWAZ’s corporate business office is located at 2355 W. Pinnacle 
Peak Road, Suite 300 Phoenix, Arizona 85027. 

The Residential Utility Consumer Office (“RUCO”) filed for intervention with the Arizona 
Corporation Commission (“ACC” or “Commission”) on April 7, 201 4, in the case on behalf 
of residential ratepayers, and the ACC granted RUCO’s request to intervene on April 28, 
2014. The Administrative Law Judge (“ALJ”) also issued a Procedural Order on April 28, 
201 4. 

The Company stated, “The Company has continued to make necessary capital 
investments to adequately provide water and wastewater service to its customers, and it 
has experienced increases in its operations and maintenance expenses since the 
previous test years for these districts.” EWAZ’s rate Application utilized a test year (“TY’) 
ended June 30,2013. 

The Company served the approximate number of customers in each of the following 
districts during the TY ended June 30, 201 3:2 

Mohave Water District - 16,067; 
Paradise Valley Water District - 4,862; 
Sun City Water District - 23,004; 
Tubac Water District - 596; and 
Mohave Wastewater - 1,448 

The Company’s ratepayers are currently being charged rates that were previously 
approved for each district in the following Commission Decisions: 

Mohave Water District - Decision No. 731 45, dated May 1, 201 2 (Docket No. W- 

Paradise Valley Water District - Decision No. 71 41 0, dated December 8, 2009 
(Docket No. SW-01303A-08-0227); 

01 303A-10-0448); 

On February 1, 2012, EPCOR Water (USA) Inc. acquired all of Arizona American Water Company’s 
Districts in Arizona and in New Mexico. 
* Based on the Company’s H-2 Schedule. 

... 
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Sun City Water District - Decision No. 72047, dated January 6, 2011 (Docket 

Tubac Water District - Decision No. 71410, dated December 8, 2009 (Docket 
No. SW-01303A-08-0227); and 
Mohave Wastewater - Decision No. 7141 0, dated December 8,2009 (Docket No. 

NO. W-01303A-09-0343); 

SW-01303A-08-0227). 

The Company filed revised rate schedules on October 14, 2014. The revised rate 
schedules consisted of the same five operating districts as shown above. EWAZ filed the 
revised schedules that utilized the same TY that ended June 30,2013 for all five districts. 
EWAZ did not request a Reconstruction New less Depreciation (“RCND”) rate base and 
requested its Original Cost Rate Base (“OCRB”) be used as its Fair Value Rate Base 
(“FVRB”) in determining its required operating income for all five districts as filed on a 
going-forward basis in this case. 

Rate Application3: 

Mohave Water District 

The Company-proposed rates, as filed, produce total operating revenue of $8,327,207, 
an increase of $1,972,914 or 31.05 percent, over adjusted test year revenue of 
$6,354,293. The Company-proposed revenue will provide operating income of 
$1,614,211 and a 6.87 percent rate of return on its proposed $23,496,514 fair value rate 
base (“FVRB”), which is its original cost rate base (“OCRB”). 

RUCO recommends rates that produce total operating revenue of $6,725,901, which is 
an increase of $270,426 or 4.19 percent, from RUCO’s adjusted TY revenue of 
$6,455,475. RUCO’s recommended revenue will provide operating income of $984,707 
and a 6.09 percent return on RUCO’s recommended $16,169,248 adjusted TY FVRB / 
OCRB. 

Paradise Valley Wafer Disfricf 

The Company-proposed rates, as filed, produce total operating revenue of $1 0,489,588, 
an increase of $841,337 or 8.72 percent, over adjusted test year revenue of $9,648,251. 
The Company-proposed revenue will provide operating income of $2,705,436 and a 6.87 
percent rate of return on its proposed $39,380,442 fair value rate base (“FVRB”), which 
is its original cost rate base (“OCRB”). 

As revised by t he  Company on October 14, 2014. 
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RUCO recommends rates that produce total operating revenue of $9,166,851, which is a 
decrease of ($630,585) or (6.44) percent, from RUCO’s adjusted TY revenue of 
$9,797,436. RUCO’s recommended revenue will provide operating income of $2,161,740 
and a 6.09 percent return on RUCO’s recommended $35,496,554 adjusted TY FVRB / 
OCRB. 

Sun City Water District 

The Company-proposed rates, as filed, produce total operating revenue of $1 1,871,945, 
an increase of $1,606,392 or 15.65 percent, over adjusted test year revenue of 
$1 0,265,553. The Company-proposed revenue will provide operating income of 
$1,814,318 and a 6.87 percent rate of return on its proposed $26,409,285 fair value rate 
base (“FVRB”), which is its original cost rate base (“OCRB”). 

RUCO recommends rates that produce total operating revenue of $1 0,495,284, which is 
a decrease of ($3,514) or (0.03) percent, from RUCO’s adjusted TY revenue of 
$1 0,498,798. RUCO’s recommended revenue will provide operating income of 
$1,385,109 and a 6.09 percent return on RUCO’s recommended $22,743,995 adjusted 
TY FVRB / OCRB. 

Tubac Water District 

The Company-proposed rates, as filed, produce total operating revenue of $981,067, an 
increase of $401,874 or 69.38 percent, over adjusted test year revenue of $579,194. The 
Company-proposed revenue will provide operating income of $1 10,454 and a 6.87 
percent rate of return on its proposed $1,607,775 fair value rate base (“FVRB”), which is 
its original cost rate base (“OCRB”). 

RUCO recommends rates that produce total operating revenue of $770,633, which is an 
increase of $233,244 or 43.40 percent, from RUCO’s adjusted TY revenue of $537,388. 
RUCO’s recommended revenue will provide operating income of $89,885 and a 6.09 
percent return on RUCO’s recommended $1,475,945 adjusted TY FVRB / OCRB. 

Mohave Wastewater District 

The Company-proposed rates, as filed, produce total operating revenue of $1,509,477, 
an increase of $453,638 or 42.96 percent, over adjusted test year revenue of $1,055,839. 
The Company-proposed revenue will provide operating income of $364,459 and a 6.87 
percent rate of return on its proposed $5,305,082 fair value rate base (“FVRB”), which is 
its original cost rate base (“OCRB”). 
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RUCO recommends rates that produce total operating revenue of $1,310,557, which is 
an increase of $254,718 or 24.12 percent, from RUCO’s adjusted TY revenue of 
$1,055,839. RUCO’s recommended revenue will provide operating income of $273,730 
and a 6.09 percent return on RUCO’s recommended $4,494,753 adjusted TY FVRB / 
OCRB. 

Plant Additions, Retirements, Adiustments, and Accumulated Depreciation: 
RUCO recommends that EPCOR include in all future rate case applications (for all 
districts) plant schedules that include plant additions, retirements, adjustments, and 
accumulated depreciation balances by monthlyear for each plant account that reconciles 
to and starts with the prior Commission decision authorized balances accordingly. 
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1. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

I NTRO D U CTlON 

Please state your name, position, employer and address. 

My name is Timothy J. Coley. I am a Public Utilities Analyst V employed by the 

Residential Utility Consumer Office (“RUCO”) located at 11 10 W. Washington, 

Suite 220, Phoenix, Arizona 85007. 

Please state your educational background and qualifications in the utility 

regulation field. 

Appendix 1, which is attached to this testimony, describes my educational 

background and includes a list of the rate cases and regulatory matters in which I 

have participated. 

Please state the purpose of your testimony. 

The purpose of my testimony is to present RUCO’s rate base recommendations 

regarding EPCOR Water Arizona, Inc. (“EWAZ’ or “Company”) Water and 

Wastewater Districts’ rate Application for a determination of the current fair value of 

its utility plant and property and for a permanent increase in its rates and charges 

based thereon for the provision of utility service. The Test Year (“TY”) utilized by 

EWAZ in connection with the preparation of this Application is the 12-month period 

ending June 30,2013. 

1 
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Q. 

A. 

Q. 

A. 

What is the scope of your testimony in this case? 

I am presenting RUCO’s rate base analysis and recommendations regarding 

EPCOR Water Arizona Inc.’s (“Company”) application for a permanent rate 

increase for five of its thirteen districts located in Arizona. I am also presenting rate 

base testimony and schedules addressing utility plant in service (“UPIS”) and 

accumulated depreciation (“ND”) as filed by the Company. RUCO analyst, Mr. 

Jeffery Michlik, is addressing ratemaking items regarding operating revenues and 

expenses proposed by the Company. Mr. Ralph Smith, RUCO’s professional rate 

consultant, is addressing corporate expense allocations along with accumulated 

deferred income taxes (“ADIT’). Mr. Frank Radigan, RUCO’s professional 

engineering consultant, is addressing post-test year plant as well as theoretical 

issues raised by me regarding over-depreciation of certain asset groups. Mr. 

Robert B. Mease, RUCO’s Chief Accounting & Rates, is sponsoring RUCO’s cost 

of capital (“COC”) and position on the System Improvement Benefit (“SIB”) that are 

proposed by the Company. 

What is the basis of your testimony in this case? 

I performed a regulatory audit of the Company’s plant and records as they pertained 

to UPIS and AID balances filed in its rate Application. The regulatory audit 

consisted of examining and testing financial information, current and past 

accounting records and other supporting documentation. This was done to verify 

2 
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that the accounting principles applied were in accordance with the Commission- 

adopted NARUC Uniform System of Accounts (“USOA”). 

Q. 

A. 

11. 

Q. 

A. 

- 

How is your testimony organized? 

My testimony is organized into six sections. Section I is this introduction. Section 

II provides a background of the Company’s revised rate Application. Section Ill is 

a summary of the Company’s revenue requirements filing. Section IV is a summary 

of RUCO’s recommended revenue requirements for each district. Section V is 

RUCO’s summary of recommended rate base adjustments. Section VI presents 

RUCO’s detailed recommendations regarding UPlS and AID adjustments as well 

as other rate base components contained in the Company’s revised rate 

Application. 

BACKGROUND 

Please summarize the background of EWAZ’s rate Application. 

EWAZ is an Arizona “C” C~rporation.~ EPCOR is a for profit certificated Arizona 

public service corporation that provides water and wastewater utility service to 

various communities throughout the State of Arizona. On March 10, 2014, the 

Company filed an Application for a permanent rate increase for its Mohave Water, 

Paradise Valley Water, Sun City Water, Tubac Water, and Mohave Wastewater 

~ 

On February 1, 2012, EPCOR Water (USA) Inc. (“EWUS”) acquired Arizona American Water Company’s 

3 
entire operating districts in the States of Arizona and New Mexico. 
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Districts that utilized a TY ending June 30, 201 3. EWAZ’s corporate business office 

is located at 2355 W. Pinnacle Peak Road, Suite 300 Phoenix, Arizona 85027. 

The Company served approximately 46,000 customers in the following districts as 

filed by the Company during the TY:5 

Mohave Water District - 16,067 

Paradise Valley Water District - 4,862 

Sun City Water District - 23,004 

Tubac Water District - 596 

Mohave Wastewater - 1,448 

The Company’s present rates were approved for each district in the following 

Commission Decisions: 

Mohave Water District - Decision No. 731 45, dated May 1, 2012 (Docket No. W- 

01 303A-10-0448); 

Paradise Valley Water District - Decision No. 71410, dated December 8, 2009 

(Docket No. SW-01303A-08-0227); 

Sun City Water District - Decision No. 72047, dated January 6, 201 1 (Docket No. 

W-01303A-09-0343); 

This information is based on the Company’s respective H-2 Schedules as filed on October 14, 2014. 
4 
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Q. 

A. 

111. 

Q. 

A. 

Tubac Water District - Decision No. 71410, dated December 8,2009 (Docket No. 

SW-01303A-08-0227); and 

Mohave Wastewater District - Decision No. 71410, dated December 8, 2009 

(Docket No. SW-01303A-08-0227). 

Please explain the relationship between EPCOR Utilities, the City of 

Edmonton, and EPCOR Water Arizona, Inc. (“EWAZ”). 

RUCO analyst, Mr. Michlik, fully addresses the relationships, uses for the source of 

income, and the financial impacts between the EPCORs sister companies of 

EWAZ as previously mentioned in this direct testimony. 

SUMMARY OF EWAZ’s REVISED RATE APPLICATION 

Please summarize the Company’s requested proposals for each of the five 

districts in its filing. 

Mohave Water District 

The Company-proposed rates, as filed, produce total operating revenue of 

$8,327,207, an increase of $1,972,914 or 31.05 percent, over adjusted test year 

revenue of $6,354,293. The Company-proposed revenue will provide operating 

income of $1,614,211 and a 6.87 percent rate of return on its proposed $23,496,514 

fair value rate base (“FVRB”), which is its original cost rate base (“OCRB”) as 

requested by the Company in this filing. 
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Paradise Valley Water District 

The Company-proposed rates, as filed, produce total operating revenue of 

$10,489,588, an increase of $841,337 or 8.72 percent, over adjusted test year 

revenue of $9,648,251. The Company-proposed revenue will provide operating 

income of $2,705,436 and a 6.87 percent rate of return on its proposed $39,380,442 

fair value rate base (“FVRB”), which is its original cost rate base (“OCRB”) as 

requested by the Company in this filing. 

Sun City Water District 

The Company-proposed rates, as filed, produce total operating revenue of 

$1 1,871,945, an increase of $1,606,392 or 15.65 percent, over adjusted test year 

revenue of $1 0,265,553. The Company-proposed revenue will provide operating 

income of $1,814,318 and a 6.87 percent rate of return on its proposed $26,409,285 

fair value rate base (“FVRB”), which is its original cost rate base (“OCRB”) as 

requested by the Company in this filing. 

Tubac Water District 

The Company-proposed rates, as filed, produce total operating revenue of 

$981,067, an increase of $401,874 or 69.38 percent, over adjusted test year 

revenue of $579,194. The Company-proposed revenue will provide operating 

income of $1 10,454 and a 6.87 percent rate of return on its proposed $1,607,775 

6 
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fair value rate base (“FVRB”), which is its original cost rate base (“OCRB”) as 

requested by the Company in this filing. 

Mo ha ve Wastewater Dis fric t 

The Company-proposed rates, as filed, produce total operating revenue of 

$1,509,477, an increase of $453,638 or 42.96 percent, over adjusted test year 

revenue of $1,055,839. The Company-proposed revenue will provide operating 

income of $364,459 and a 6.87 percent rate of return on its proposed $5,305,082 

fair value rate base (“FVRB”), which is its original cost rate base (“OCRB”) as 

requested by the Company in this filing. 

IV. 

Q. 

A. 

SUMMARY OF RUCO RECOMMENDED REVENUE REQUIREMENTS 

Please summarize RUCO’s recommended revenue requirements for each of 

the five districts in this case. 

Mohave Wafer District 

RUCO recommends rates for the Mohave Water District that produce total 

operating revenue of $6,725,901, which is an increase of $270,426 or 4.19 percent, 

from RUCO’s adjusted test year revenue of $6,455,475. RUCO’s recommended 

revenue will provide operating income of $984,707 and a 6.09 percent overall rate 

of return on RUCO’s recommended rate base of $16,169,248. 

7 
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Paradise Valley Water District 

RUCO recommends rates for the Paradise Valley Water District that produce total 

operating revenue of $9,166,851, which is a decrease of ($630,585) or (6.44) 

percent, from RUCO’s adjusted test year revenue of $9,797,436. RUCO’s 

recommended revenue will provide operating income of $2,161,740 and a 6.09 

percent overall rate of return on RUCO’s recommended rate base of $35,496,554. 

Sun City Water District 

RUCO recommends rates for the Sun City Water District that produce total 

operating revenue of $10,495,284, which is a decrease of ($3,514) or (0.03) 

percent, from RUCO’s adjusted test year revenue of $1 0,498,798. RUCO’s 

recommended revenue will provide operating income of $1,385,109 and a 6.09 

percent overall rate of return on RUCO’s recommended rate base of $22,743,995. 

Tubac Water District 

RUCO recommends rates for the Tubac Water District that produce total operating 

revenue of $770,633, which is an increase of $233,244 or 43.40 percent, from 

RUCO’s adjusted test year revenue of $537,388. RUCO’s recommended revenue 

will provide operating income of $89,885 and a 6.09 percent overall rate of return 

on RUCO’s recommended rate base of $1,475,945. 

8 
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Mohave Wastewater District 

RUCO recommends rates for the Tubac Water District that produce total operating 

revenue of $1,310,557, which is an increase of $254,718 or 24.12 percent, from 

RUCO’s adjusted test year revenue of $1,055,839. RUCO’s recommended revenue 

will provide operating income of $273,730 and a 6.09 percent overall rate of return 

on RUCO’s recommended rate base of $4,494,753. 

Q. 

A. 

V. 

Q. 

A. 

Q. 

A. 

What TY did the Company use in its revised rate Application filing? 

The Company’s revised rate Application filing used the previous twelve months that 

ended on June 30,2013. 

RUCO RECOMMENDED SUMMARY RATE BASE (“RB”) ADJUSTMENTS 

What schedule(s) are RUCO’s recommended summary RB adjustments 

shown on? 

RUCO’s recommended summary RB adjustments are shown on RUCO Schedule 

4 for each respective district accordingly. 

How many summary RB adjustments are reflected on RUCO Schedule 4? 

RUCO’s recommended summary RB adjustments are a compilation of eleven 

recommended summary adjustments. Each of RUCO’s eleven recommended 

summary adjustments are compiled of a number of subsidiary adjustments, which 

will be discussed in more detail in section VI of this testimony. 

9 
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Direct Plant (Net less Amortization) ($ 658,725) 

RB Adj. #7 - Regulatory Liability Over-Collection Dep. 
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Q. 

A. 

Please summarize each of RUCO’s eleven recommended summary RB 

adjustments in chronological order as they appear on RUCO Schedule 4 for 

the respective districts. 

Some of RUCO’s eleven recommended summary rate base adjustments apply to 

all five districts filed in this case while other adjustments are specific to individual 

districts. If the amount below and on the following pages indicate a zero, that 

specific summary adjustment does not apply to that district. Any amounts shown 

in parenthesis in the tables below and on the following pages indicate a decrease 

to RB while positive amounts indicate an increase to RB. RUCO’s summary of RB 

adjustments are presented in chronological order as they appear on the five districts 

respective RUCO Schedules 4 as illustrated below: 

RUCO SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

Mohave Water District 

RB Adj. # I  - Direct Utility Plant Adjustments I $  0 
I 

RB Adj. #2 - Direct Utility Plant Acc. Dep. Adjustments I $ 545,562 
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RB Adj. #IO - Cash Working Capital Allowance 

RB Adj. # I  1 - Regulatory Asset Adjustments 

($ 14,591) 

($ 67,042) 

Paradise Valley Water District 

RB Adj. #6 - Regulatory Liability Over-Collection Dep. 

Direct Plant (Net less Amortization) 

RB Adj. #7 - Regulatory Liability Over-Collection Dep. 

Corporate Plant (Net less Amortization) 

RB Adj. # I  - Direct Utility Plant Adjustments 

($ 318,463) 

($ 107,883) 

I $ 15,161 

RB Adj. #8 - Reverse Unexpended ClAC Adjustment 

RB Adj. #9 - Reverse 24-Months of AFUDC 

RB Adj. # I  0 - Cash Working Capital Allowance 

RB Adj. # I  1 - Regulatory Asset Adjustments 

RB Adj. #2 - Direct Utility Plant Acc. Dep. Adjustments 

($ 43,632) 

($ 427,597) 

($ 34,825) 

($ 351,088) 

I 

RB Adj. #3 - AZ Corporate Plant Adjustments I $  0 

RB Adj. # I  - Direct Utility Plant Adjustments 

RB Adj. #2 - Direct Utility Plant Acc. Dep. Adjustments 

I 

RB Adj. #4 - AZ Corporate Plant Acc. Dep. Adjustments 1 $ 3,791 

$ 247,990 

$ 2,038,336 

I 

RB Adj. #5 - Post-Test Year Adjustments (Net less Depre.) I ($ 1,601,236) 

RB Adj. #3 - AZ Corporate Plant Adjustments 

RB Adj. #4 - AZ Corporate Plant Acc. Dep. Adjustments 

$ 0 

$ 18,075 

RB Adj. #6 - Regulatory Liability Over-Collection Dep. 

Direct Plant (Net less Amortization) 

Sun City Water District 

($ 2,218,405) 

I 

RB Adj. #5 - Post-Test Year Adjustments (Net less Depre.) I ($2,128,789) 
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RB Adj. #8 - Reverse Unexpended ClAC Adjustment 

RB Adj. #9 - Reverse 24-Months of AFUDC 

RB Adj. #IO - Cash Working Capital Allowance 

RB Adj. # I  1 - Regulatory Asset Adjustments 

RB Adj. #7 - Regulatory Liability Over-Collection Dep. 

($ 845,933) 

($ 225,112) 

($ 37,140) 

$ 0 

Corporate Plant (Net less Amortization) 

RB Adj. #3 - AZ Corporate Plant Adjustments 

RB Adj. #4 - AZ Corporate Plant Acc. Dep. Adjustments 

RB Adj. #5 - Post-Test Year Adjustments (Net less Depre.) 

RB Adj. #6 - Regulatory Liability Over-Collection Dep. 

$ 0 

$ 469 

($ 21,365) 

I 

Tubac Water District 

I RB Adj. #I - Direct Utility Plant Adjustments 1 ($ 249,315) 1 

RB Adj. #I 0 - Cash Working Capital Allowance 

RB Adj. # I  1 - Regulatory Asset Adjustments 

I 

RB Adj. #2 - Direct Utility Plant Acc. Dep. Adjustments 1 $ 276,778 

($ 6,377) 

$ 25,958 

RB Adj. # I  - Direct Utility Plant Adjustments 

RB Adj. #3 - AZ Corporate Plant Adjustments 

RB Adj. #4 - AZ Corporate Plant Acc. Dep. Adjustments 

RB Adj. #2 - Direct Utility Plant Acc. Dep. Adjustments 

I 1 ($ 42,657) 1 Direct Plant (Net less Amortization) 

$ 0 

($ 413,165) 

$ 0 

$ 1,109 

I 

RB Adj. #7 - Regulatory Liability Over-Collection Dep. 

I Corporate Plant (Net less Amortization) I ($ 13,338) I I 
RB Adj. #8 - Reverse Unexpended ClAC Adjustment 1 ($ 74,010) 

I 
RB Adj. #9 - Reverse 24-Months of AFUDC I ($ 27,978) 

Mohave Wastewater District 

I 

RB Adj. #5 - Post-Test Year Adjustments (Net less Depre.) I ($ 99,345) 1 
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RB Adj. #6 - Regulatory Liability Over-Collection Dep. 

Direct Plant (Net less Amortization) $ 0 
I 

RB Adj. #7 - Regulatory Liability Over-Collection Dep. 

Corporate Plant (Net less Amortization) 

RB Adj. #8 - Reverse Unexpended ClAC Adjustment 

RB Adj. #9 - Reverse 24-Months of AFUDC 

($ 31,559) 

($ 227,674) 

($ 28,717) 

RB Adj. #I 0 - Cash Working Capital Allowance 

RB Adj. #I 1 - Regulatory Asset Adjustments 

VI. 

Q. 

A. 

Q. 

A. 

($ 10,979) 

$ 0 

DETAIL OF RUCO RECOMMENDED SUMMARY RB ADJUSTMENTS 

Does RUCO want to make any general comments or observations regarding 

the company’s planf records as filed with the ACC in both its original and 

revised rate Applications on March I O ,  2014 and October 14, 2014 

respectively? 

Yes. 

Please proceed with RUCO’s general comments and observations pertaining 

to the Company’s plant records that were filed in its original and revised rate 

Applications while being as brief as possible. 

After RUCO filed its request for intervention in this rate proceeding and received 

the Company’s rate Application through discovery, my initial review immediately 

initiated a discussion with my accounting manager, Mr. Robert Mease, concerning 

the Company’s original rate Application. 
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Q. 

A. 

Q. 

A. 

What was your general substantive discussion with Mr. Mease after your 

initial review of the Company’s original rate Application? 

Our general discussion consisted of me acknowledging to him of how many errors 

and abnormal utility plant in service (“UPIS”) and accumulated depreciation (“ND”) 

balances that existed in the required filing schedules as filed on March I O ,  2014. 

From my recollection of that discussion, which Mr. Mease can further substantiate, 

my general comment consisted of how ten top-tier rate analysts could enter ten 

separate rooms and upon completion of their analysis exit with completely different 

results. For instance, EPCOR’s Paradise Valley Water District 6-2 Schedules did 

not tie with its G-5 Schedules in the original Application as filed with the ACC on 

March I O ,  201 4. To exacerbate the situation, the Company’s 6-2 Schedule did 

not tie to its C-2 Schedule for Depreciation Expense. In the Tubac District, the 

Company’s trial balance plant balances did not tie with the B-2 Schedules as filed 

on the same date. These examples are not intended to be an all-inclusive or 

exhaustive listing of all the accounting errors found in the Company’s original rate 

Application filed on March 10, 201 4. RUCO witnesses’ Mr. Mease and Mr. Michlik 

references this sloppy accounting and record keeping in their testimonies also. 

Mr. Coley, for brevity sake, is there any further issues that RUCO would like 

to bring forth in this testimony. 

Yes. There is one other monumental concern that arose once RUCO issued its first 

data request (‘‘DFT’). 

14 



1 

2 

3 

4 

5 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

16 

17 

18 

19 

20 

21 

22 

23 
24 
25 
26 
27 
28 
25 
3c 
31 

Direct Testimony of Timothy J. Coley 
EPCOR Water Arizona, Inc. -Water and Wastewater Districts 
Docket No. WS-01303A-14-0010 

Q. 

A. 

Please proceed and be as brief as possible but at the same time provide 

adequate detail for the record. 

The enormity of the UPlS and A/D balance problems as filed on March I O ,  2014 

escalated at the issuance of RUCO DR 1.52. That DR was submitted to the 

Company on April 15, 2014 and is stated verbatim below: 

Plant Additions and Retirements - Please provide a schedule of plant 
additions and retirements by year and by line item (e.g., 307 Wells 
and Springs) in excel format, for each of the intervening years since 
the test year in the Company’s prior rate case through the end of the 
test year in the current filing. In addition, provide the invoices and 
other supporting documentation for all of these additions and 
Retirements. 

In addition, please include post-test year invoices. 

The Company did not provide a response to this DR until approximately one-month 

later in mid-May 2014. The response provided in May was essentially an 

unworkable product as provided by the Company. In the meantime, EPCORs 

attorney implied that some of the information that RUCO sought in DR 1.52 was 

information that RUCO could obtain on its own from previous rate proceedings’ prior 

records. The Company’s response as provided in mid-May included some 

unworkable attachments and included the written response below: 

Attached are the authorized depreciation rates for Mohave Water 
(Docket 10-0448; Decision No. 73145), Sun City Water (Docket 09- 
0343; Decision No. 72047), and Paradise Valley Water, Tubac Water 
and Mohave Wastewater (Docket 08-0227; Decision No. 71410). 
The plant additions, retirements, and adjustments by year and 
NARUC plant account number for the period February 1, 2012 
through the end of the test year June 30, 2013 are attached and 
labeled “RUCO 1.52 PPE Rollforward - Feb ’12-Jun ’13.xlsx”. The 
Company is preparing the requested information for the period 
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between the test year in each district’s last rate case through January 
31, 2012 in the same format as is provided with this response. 

The invoices for the February 1,2012 through June 30,2013 period 
were provided on a CD in response to the Arizona Corporation 
Commission Staffs data request number STF 1.3. 

This response will be supplemented as soon as the remaining 
outstanding information is completed. 

At this juncture, RUCO filed a Motion to Compel with the Commission in order to 

obtain the requested information that most all other companies provide when 

initially submitting a rate Application or at least upon submittal of an intervening 

party’s first DR. This type of data is imperative since UPlS is often 75 to 90 percent 

of total rate base from which the required operating income is computed. 

On June 30, 2014, the Company finally provided what first appeared to RUCO as 

a workable format for UPlS and A/D since the districts last rate case through the 

current TY end of June 30, 2013. RUCO withdrew its Motion to Compel roughly 

one-week after receiving the June 30th data from the Company. However, RUCO 

found shortly thereafter that the information provided by the Company on June 30th 

was not sufficient to perform the analysis in order for RUCO to ascertain reliable 

UPlS information as it pertained to the current rate Application. 
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Q. 

A. 

Q. 

A. 

What was not sufficient about the information as provided by the Company 

on June 30th that prohibited RUCO from performing its UPlS and AID 

analysis? 

The plant balances did not properly roll-forward from month-to-month neither did 

the beginning UPlS nor A/D balances tie-back to the previous districts’ approved 

balances from the prior case as authorized by the Commission. RUCO filed a 

continuance of its Motion to Compel for those reasons. 

Can you please provide an example of how one-month of UPlS balances did 

not roll-forward to the subsequent month UPlS balances correctly? 

Yes. The Company’s Tubac plant roll-forward schedules provided to RUCO on 

June 30th did not roll-forward correctly from January 2012 to February 2012. In 

January, the total UPlS balance for Tubac was $6,212,361. The following month, 

February, the UPlS balance was $6,287,928 or a difference of $75,567 with no 

plant additions, retirements, and/or adjustments reflected for the month of February 

to account for the difference. There was no reason whatsoever that the February 

UPlS balance should differ from the January balances in this instance. Throughout 

the remainder of this testimony, there will be a number of instances of accounting 

errors occurring in previous rate case proceedings for specific districts filed in this 

current case. 
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Q. 

A. 

Q. 

A. 

When did the Company finally provide RUCO a complete set of plant 

schedules that was in a workable format? 

After approximately fifteen different iterations of plant schedules, the Company 

provided a complete set of plant schedules on or around October 2, 2014 or 

approximately six-months after RUCO issued DR 1.52. 

What was the primary cause of the six-month delay in receiving a workable 

format of the Company’s plant schedules? 

That question is best asked of the Company. In my opinion, the Company struggled 

to obtain the correct starting point from the previously approved rate proceeding. 

Apparently, their plant accounting system and/or general ledger did not account for 

prior Commission decisions adjustments. The Company must have ignored the 

Commission approved adjustments. Apparently, the Company never recorded the 

prior Commission adjustments into their plant accounting system. 

SUMMARY RATE BASE (“RB”) ADJUSTMENT #I - DIRECT PLANT 

Q. What direct plant adjustments were necessary to account for RUCO summary 

RB adjustment #I introduced earlier for each of the five districts? 

The sum of the subsequent nine direct plant balance adjustments totals to RUCO 

rate base #I as follows: 

A. 
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RB Adi. No. 1 - Direct Plant Balance Adiustments 

This adjustment applies only to the Tubac Water District. The adjustment removes 

$249,315 that appears to have been disallowed in Commission Decision No. 71 867 

dated September 1, 2010, which was Tubac’s ACRM filing (See Commission 

Decision No. 71 867). 

RB Adi. No. 2 - Direct Plant Balance Adjustments 

This adjustment applies only to the Tubac Water District. The adjustment 

reclassifies $1,675,646 of ACRM plant from account 3201 00 - Water Treatment 

Equipment Non-Media to the Water Treatment Equipment Filter Media account that 

was approved by the Commission in Decision No. 71 867 dated September I , 2010, 

which was Tubac’s ACRM filing. From a logical standpoint, the ACRM plant is 

definitely media related because the Company’s income statement adjustment 

#SM-31 is for arsenic media replacement for this district. That decision approved 

a depreciation rate of 3.92 percent (See RUCO Attachment 1) for the ACRM plant 

in the Company’s Step-I ACRM filing. The Company originally recorded the ACRM 

plant to the Water Treatment Equipment Filter Media account but transferred it four- 

months later to the Water Treatment Equipment Non-Media account, which had a 

depreciation rate that was approximately two-times greater, 7.06 percent, than the 

rate of 3.92 percent approved by the Commission in the ACRM decision. 

RB Adj. No. 3 - Direct Plant Balance Adiustments - Not Used. 
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RB Adi. No. 4 - Direct Plant Balance Adiustments - Not Used. 

RB Adi. No. 5 - Direct Plant Balance Adjustments - Not Used. 

RB Adi. No. 6 - Direct Plant Balance Adjustments - This adjustment applies only 

to the Paradise Valley and S u n  City Water Districts. For Paradise Valley, the 

adjustment removes two negative plant balances. There is no logical reason for a 

plant account to have a negative balance. There are three reasons 1) plant 

additions, 2) retirements, and/or 3) transfers/adjustments that cause a plant 

balance to change from one period to another. None of those three reasons should 

make a plant account result in a negative balance (i.e., maybe zero but not 

negative). This adjustment removes two negative plant account balances totaling 

$1 5,161 and increases rate base accordingly. These two adjustments are shown 

on RUCO Schedule 5 in column [GI and are summarized on RUCO Schedule 4 in 

adjustment # I  with the details shown on RUCO Schedule 5 on page 1 of 2 in column 

[GI as adjustment #6. 

For Sun City, the adjustment also removes two negative plant balances. There is 

no logical reason for a plant account to have a negative balance for the same 

reasons as provided above.6 This adjustment removes two negative plant account 

balances totaling $247,990 and increases rate base accordingly. These two 

One of the Sun City negative plant balances appeared to be a non-investor supplied plant item (i.e., 
ClAC I AIAC) that dates back to some unknown time period. 
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adjustments are shown on RUCO Schedule 5 in column [GI and are summarized 

on RUCO Schedule 4 in adjustment # I  with the details shown on RUCO Schedule 

5 on page 1 of 2 in column [GI as adjustment #6. 

RB Adi. No. 7 - Direct Plant Balance Adiustments - Not Used. 

RB Adi. No. 8 - Direct Plant Balance Adiustments - Not Used. 

RB Adi. No. 9 - Direct Plant Balance Adjustments - Not Used. 

SUMMARY RATE BASE (“RB”) ADJUSTMENT #2 - DIRECT PLANT AID 

Q. 

A. 

What direct plant accumulated depreciation (“AID”) adjustments were 

necessary to account for RUCO summary RB adjustment #2 introduced 

earlier for each of the five districts? 

The sum of the subsequent nine direct plant A/D balance adjustments totals to 

RUCO rate base #2 as follows: 

RB Adi. No. 1 - Direct Plant A/D Balance Adjustments - This adjustment applies 

only to the Tubac Water District. The adjustment removes $70,762 of accumulated 

depreciation for what appears to be related to the Commission’s UPlS disallowance 

in Decision No. 71 867 dated September 1, 201 0, which was Tubac’s ACRM filing. 
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RB Adi. No. 2 - Direct Plant A/D Balance Adjustments - This adjustment applies 

only to the Paradise Valley and Tubac Water District. The adjustment corrects a 

past accounting error. See RUCO Attachment 2 to aid the reader of this testimony 

in identifying and understanding the accounting error that will be explained here. In 

2006, the Company transferred $2,981,428 of assets from the TD Mains - Not 

Classified account to TD Mains 6 to 8-inch in the amount of $5,879 and to TD Mains 

6 to 16-inch in the amount of $2,975,550. Those accounting entries are proper to 

account for the transfer of those assets. The Company errs when it records the 

transfer of depreciation expense to accumulated depreciation as if it were a 

retirement rather than properly transferring only the plant and any prior accumulated 

depreciation associated with the transfer of assets. This is simply sloppy 

accounting or an.error on behalf of the person’s knowledge that made these entries 

as though it was a retirement rather than a transfer of assets. The TD Mains - Not 

Classified account has a zero percent depreciation rate. Therefore, there is no 

depreciation amount to transfer. This adjustment corrects and removes the debit 

A/D balance created in this accounting error and restores the proper accumulated 

depreciation balance to the two accounts that the transfers were made to and from, 

which the Company reduced when making the errant accounting entries. These 

adjustments are shown on RUCO Schedule 6 in column [C] as adjustment #2. 

For the Tubac Water District, this is a companion adjustment to A/D to account for 

RUCO’s reclassification of the ACRM plant from the non-media account to the 
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media account. The adjustment removes $384,477 of A/D associated with the 

Company’s misclassification of plant to non-media equipment plant and 

recalculates the depreciation of $229,899 that should be associated with the media 

equipment plant using the correct depreciation rate of 3.92 percent as approved by 

the Commission in Decision No. 71867. These adjustments are shown on RUCO 

Schedule 6 in column [C] as adjustment #2. 

RB Adi. No. 3 - Direct Plant A/D Balance Adiustments - This adjustment applies 

only to the Mohave Water, Tubac Water, and Mohave Wastewater Districts. The 

adjustment simply allocates items such as removal costs andlor reconciling items 

that only affect accumulated depreciation balances that the Company failed to 

allocate to any particular accounts. This is simply an accounting housekeeping 

adjustment that allocates those unassigned amounts that impacts accumulated 

depreciation to accounts that have normal credit accumulated depreciation 

balances. The adjustment allocates removal costs of $6,584 for Mohave Water, 

$407 of unreconciled accumulated depreciation amounts to Tubac Water, and 

$1,145 of unreconciled amounts to Mohave Wastewater Districts. These 

adjustments are shown on the respective RUCO Schedules 6 in column [D] as 

adjustment #3 for those three districts. 

RB Adi. No. 4 - Direct Plant AID Balance Adjustments - This adjustment applies to 

all the districts with the lone exception of Mohave Wastewater. The adjustment 
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removes the excess accumulated depreciation related to the Company’s over- 

depreciation of specific groups of assets. For Mohave Water, it reduces the 

accumulated depreciation balance by $756,159 and increases rate base 

accordingly. For Paradise Valley Water, it reduces the accumulated depreciation 

balance by $274,675 and increases rate base accordingly. For Sun City Water, it 

reduces the accumulated depreciation balance by $2,299,255 and increases rate 

base accordingly. For Tubac Water, it reduces the accumulated depreciation 

balance by $ 4 6 ~  81 and increases rate base accordingly. These adjustments are 

shown on the respective RUCO Schedules 6 in column [E] as adjustment #4 for 

those four districts. 

RB Adi. No. 5 - Direct Plant A/D Balance Adjustments - This adjustment applies to 

all the districts with the lone exception of Mohave Wastewater. The adjustment 

removes the post-test year excess accumulated depreciation for the two-year 

period from the end of the TY through June 201 5. June 201 5 was the period ending 

used by RUCO as the approximate time a decision in this case would be rendered. 

This adjustment is similar to RUCO adjustment #4 above except it goes out to the 

estimated period when new rates would go into effect for this rate proceeding. For 

Mohave Water, it reduces the accumulated depreciation balance by $67,247 and 

increases rate base accordingly. For Paradise Valley Water, it reduces the 

accumulated depreciation balance by $1 23,403 and increases rate base 

accordingly. For Sun City Water, it reduces the accumulated depreciation balance 
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by $473,751 and increases rate base accordingly. For Tubac Water, it reduces the 

accumulated depreciation balance by $7,134 and increases rate base accordingly. 

These adjustments are shown on the respective RUCO Schedules 6 in column [F] 

as adjustment #5 for those four districts. 

RB Adj. No. 6 - Direct Plant AID Balance Adjustments - This is a companion 

adjustment for accumulated depreciation that was discussed in direct plant 

adjustment #6 and applies only to the Paradise Valley and Sun City Water Districts. 

Since RUCO removed the two negative plant balances in that prior adjustment, it is 

also necessary to remove the accumulated depreciation balances associated with 

those negative plant balances. For Paradise Valley, this companion adjustment 

removes the accumulated depreciation balances for the two negative plant account 

balances. Paradise Valley carried abnormal A/D balances or debits for those two 

accounts. The adjustment increases the accumulated depreciation balance by 

$1 42,880 due to the abnormal A/D debit balances contained in those two accounts. 

These two adjustments are shown on RUCO Schedule 6 in column [GI as 

adjustment #6. 

For Sun City, this companion adjustment removes the two accumulated 

depreciation balances related to RUCO’s two negative plant balance adjustments 

that were discussed earlier. These two A/D balance adjustments total a net 

adjustment of $308,192, which decreases the overall district’s accumulated 
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depreciation balance. These two adjustments arl shown on RUCO Schedull 6 in 

column [GI as adjustment #6. 

RB Adi. No. 7 - Direct Plant AID Balance Adiustments - This adjustment applies 

only to the Paradise Valley Water District. The adjustment removes a $30 of a 

normal credit accumulated depreciation balance from a non-depreciable Land & 

Land Rights account that has a zero depreciation balance. There should not be 

any accumulated depreciation in a non-depreciable account such as land. This can 

only be due to an accounting error since land is non-depreciable account and 

should not have any depreciation associated with it. 

RB Adi. No. 8 - Direct Plant A/D Balance Adjustments - This adjustment applies to 

all the districts with the lone exception of Mohave Wastewater. The adjustment 

removes several abnormal debit accumulated depreciation balances that have 

been created through accounting errors, have existed for years that have no value 

for the EPCOR ratepayers, or have debit accumulated depreciation balances in 

accounts that have zero depreciation rates. RUCO recommends that all of those 

amounts be written-off to the acquisition premium. RUCO asked the Company in 

DR’s, as did Commission Staff, what has contributed to these abnormal debit 

accumulated depreciation balances or in essence phantom assets in AID balances. 

The Company’s response was essentially that those balances were approved in 

prior Commission decisions and/or they were created through early retirements. 
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These adjustments are shown on RUCO Schedule 6 in column [ I ]  as adjustment 

#8. 

RB Adi. No. 9 - Direct Plant A/D Balance Adiustments - This is an accounting 

housekeeping adjustment that applies only to Mohave and Paradise Valley Water 

Districts. The adjustments affect several accounts but all are less than $1. The 

purpose of the adjustment was to adjust the TY ending accumulated depreciation 

balances to zero from small debit balances due to rounding issues. Therefore, it is 

immaterial in nature and deserves nothing more than mention as done here. 

However, those adjustments are shown on RUCO Schedule 6 in column [J] as 

adjustment #9. 

SUMMARY RATE BASE (“RB”) ADJUSTMENT #3 - CORPORATE PLANT 

Q. Does RUCO recommend any corporate plant account balance adjustments 

shown on RUCO Schedule 7 in direct testimony at this time? 

No, RUCO does not recommend any adjustments at this time. This schedule is a 

currently a placeholder schedule if RUCO concludes an adjustment is necessary 

during the course of this rate proceeding. Therefore, RUCO summary RB 

adjustment #3 is not used at this time as reflected in Section V of this testimony 

earlier. 

A. 
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SUMMARY RATE BASE (“RB”) ADJUSTMENT #4 - CORPORATE PLANT AID 

Q. 

A. 

What allocated corporate plant accumulated depreciation (“AID”) 

adjustments were necessary to account for RUCO summary RB adjustment 

#4 introduced earlier for each of the five districts? 

The sum of the subsequent nine allocated corporate plant A/D balance adjustments 

totals to RUCO rate base #4 as follows: 

RB Adi. No. 1 - Corporate Plant AID Balance Adiustments - This adjustment 

applies to all five districts. The adjustment corrects a line item for a reconciling 

amount of $1,053 that the Company failed to roll-forward from its starting point from 

June 30, 201 0. RUCO notified the Company of this error shortly after EPCOR filed 

its revised schedules on October 14, 2014. The Company was in agreement with 

RUCO that the amount did not roll-forward correctly in its plant schedules. Those 

adjustments are shown on the respective RUCO Schedules 8 in column [C] as 

adjustment # I .  

RB Adi. No. 2 - Corporate Plant A/D Balance Adjustments - This adjustment 

applies to all five districts. The adjustment allocates the $1,053 that the Company 

failed to roll-forward in its plant schedules discussed in adjustment # I  above. The 

$1,053 is an allocated amount and has an insignificant impact once allocated to 

each of the five districts. RUCO allocated the $1,053 to the accumulated 

depreciation balances with normal credit accumulated depreciation balances. 
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Those adjustments are shown on the respective RUCO Schedules 8 in column [D] 

as adjustment #2. 

RB Adi. No. 3 - Corporate Plant A/D Balance Adiustments - This adjustment 

applies to all five districts. The adjustment allocates a line item for salvage 

proceeds for $73,699 that the Company did not allocate to the accounts. When the 

Company was asked to allocate the amounts, the Company stated it did not know 

to which account(s) to allocate it. If the amount is not allocated, it will exist into 

perpetuity since it has no depreciation rate assigned to it. RUCO allocated the 

$73,699 to the accumulated depreciation balances with normal credit accumulated 

depreciation balances. Those adjustments are shown on the respective RUCO 

Schedules 8 in column [E] as adjustment #3. 

RB Adi. No. 4 - Corporate Plant AID Balance Adiustments - This adjustment 

applies to all five districts. The adjustment removes the excess accumulated 

depreciation related to the Company’s over-depreciation of specific groups of 

assets. For Mohave Water, it reduces the accumulated depreciation balance by 

$314,262 and increases rate base accordingly. For Paradise Valley Water, it 

reduces the accumulated depreciation balance by $95,944 and increases rate base 

accordingly. For Sun City Water, it reduces the accumulated depreciation balance 

by $457,399 and increases rate base accordingly. For Tubac Water, it reduces the 

accumulated depreciation balance by $1 1,862 and increases rate base accordingly. 
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For Mohave Wastewater, it reduces the accumulated depreciation balance by 

$28,067 and increases rate base accordingly. These adjustments are shown on 

the respective RUCO Schedules 8 in column [F] as adjustment #4 for each of the 

five districts. 

RB Adi. No. 5 - Corporate Plant A/D Balance Adiustments - This adjustment 

applies to all five districts. The adjustment removes the post-test year excess 

accumulated depreciation for the two-year period from the end of the TY through 

June 2015. June 2015 was the period ending used by RUCO as the estimated time 

a decision in this case would be rendered. This adjustment is similar to RUCO 

adjustment #4 above except it goes out to when new rates would go into effect for 

this rate proceeding. For Mohave Water, it reduces the accumulated depreciation 

balance by $73,499 and increases rate base accordingly. For Paradise Valley 

Water, it reduces the accumulated depreciation balance by $22,439 and increases 

rate base accordingly. For Sun City Water, it reduces the accumulated depreciation 

balance by $106,975 and increases rate base accordingly. For Tubac Water, it 

reduces the accumulated depreciation balance by $2,774 and increases rate base 

accordingly. For Mohave Wastewater, it reduces the accumulated depreciation 

balance by $6,564 and increases rate base accordingly. These adjustments are 

shown on the respective RUCO Schedules 8 in column [GI as adjustment #5 for 

each of the five districts. 
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RB Adi. No. 6 - Corporate Plant A/D Balance Adjustments - Not Used. 

RB Adi. No. 7 - Corporate Plant A/D Balance Adiustments - Not Used. 

RB Adi. No. 8 - Corporate Plant A/D Balance Adjustments - This adjustment 

applies to all five districts. The adjustment removes three abnormal debit 

accumulated depreciation balances that have been created through accounting 

errors or have existed for years that have no value to the EPCOR ratepayers and 

should not be in rates. RUCO recommends that all of those amounts be written-off 

to the acquisition premium. RUCO asked the Company in DR’s, as did Commission 

Staff, what has created these abnormal debit accumulated depreciation balances 

or in essence phantom assets in A/D balances. The Company’s responded by 

essentially stating that those balances were approved in prior Commission 

Decisions and/or they were created through early retirements. These adjustments 

are shown on the respective RUCO Schedules 8 in column [J] as adjustment #8. 

RB Adi. No. 9 - Corporate Plant A/D Balance Adiustments - This adjustment 

applies to all five districts. This is an accounting housekeeping adjustment. The 

adjustments affect three accounts and are insignificant once allocated to the 

districts. The purpose of the adjustment was to adjust the TY ending accumulated 

depreciation balances to zero due to account for RUCO’s previous eight corporate 
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plant A/D adjustments. These adjustments are shown on the respective RUCO 

Schedules 8 in column [K] as adjustment #9. 

SUMMARY RATE BASE (“RB”) ADJUSTMENT #5 - POST-TEST YEAR PLANT 

Q. 

A. 

Please explain RUCO summary RB adjustment #5. 

This adjustment relates to RUCO’s post-test year plant adjustments. RUCO’s 

engineering consultant, Mr. Radigan, fully explains and provides details for this 

adjustment in his testimony. However, Mr. Radigan has recommended post-test 

year adjustments for each of the five districts as follows: 

District Amount 

Mohave Water ($ 6,026,224) 

,Paradise Valley ($ 1,601,236) 

Sun City ($2,128,789) 

Tubac ($21,375) 

Mohave Wastewater ($99.345) 

SUMMARY RATE BASE (“RB”) ADJUSTMENT #6 - REGULATORY LIABILITY 

DIRECT PLANT 

Q. Please explain the components to RUCO summary RB adjustment #6 for the 

direct regulatory liability. 

This adjustment is the sum of RUCO direct plant accumulated depreciation 

adjustments #4 and #5 for each district excluding the Mohave Wastewater District. 

A. 
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Mohave Wastewater did not have any over-depreciated groups of assets. 

Therefore, this adjustment does not apply to Mohave Wastewater. 

The adjustment to the other four districts is the sum of RUCO direct plant 

accumulated depreciation adjustments #4 and #5. It is the excess accumulated 

depreciation over the book value of the asset groups that RUCO removed in 

adjustments #4 and #5. RUCO recorded a regulatory liability for the excess 

depreciation on which ratepayers has paid through present rates today. There are 

two components to the direct plant regulatory liability. 

The first component of the direct regulatory liability is the excess accumulated 

depreciation over the book value of each group of assets through TY end. The 

second component is the amount of excess depreciation that RUCO estimates the 

ratepayers will have paid once new rates are authorized by the Commission in this 

proceeding at the estimated date of June 30, 2015 for each of the four districts to 

which this adjustment applies. The gross regulatory liability amount recorded by 

RUCO for each district is as follows: 

District 

Mohave Water 

Paradise Valley 

Sun City 
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Tubac $ 53,314 

Q. 

A. 

Q. 

A. 

How long does RUCO recommend the regulatory liability be amortized over? 

RUCO recommends a five-year amortization period or 20 percent per annum, which 

has an equivalency of how long the assets have been over-depreciated, and thus,  

ratepayers have been paying in their current rates. 

Has RUCO recognized any amortization expense for the gross regulatory 

liability shown above? 

Yes. RUCO has recognized one-year of amortization expense through a credit to 

depreciation expense in Mr. Michlik‘s depreciation expense schedule. One-year of 

the  credit depreciation expense has also been recognized on RUCO Schedule 4, 

which results in a net regulatory liability of 20 percent less than the  gross regulatory 

liability shown above earlier. These adjustments are shown on RUCO Schedules 

10 for each of the four respective districts to which it applies. 

SUMMARY RATE BASE (“RB”) ADJUSTMENT #7 - REGULATORY LIABILITY 

CORPORATE PLANT 

Q. Please explain the components to RUCO summary RB adjustment #7 for the 

corporate regulatory liability. 

The components are similar to the direct regulatory liability but apply to the  over- 

depreciation of the allocated corporate group of assets. The regulatory liability for 

A. 
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the over-depreciation of the corporate group of assets has a component through 

TY end plus the component for the over-depreciation through June 30, 201 5. The 

ratepayers’ rates are currently providing an excess of depreciation for fully 

depreciated assets. The shareholders are entitled to an opportunity to earn a return 

on and of their capital investments but not in excess of their capital investments, 

which over-depreciated assets clearly do and have in this case. In addition to the 

two components of the corporate regulatory liability already addressed above, there 

is a third component to the corporate regulatory liability. 

In the Company’s revised filing, EPCOR proposed a retirement of corporate plant 

in February 2012. RUCO makes the same retirement as proposed by the Company 

but at the end of the TY. 

Q. 

A. 

Did the Company propose a retirement to the corporate plant in its original 

filing? 

No. That is why RUCO did not recognize the retirement until TY end rather than a 

retroactive retirement in February 2012 as the Company proposed in it revised 

filing . 
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Q. 

A. 

Q. 

A. 

What is the third component of the corporat, regulatory liability that RUCO 

recommends? 

There was an intangible software asset shown in the Company’s trial balance that 

has been over-depreciated in excess of 26 times (See RUCO Attachment 3). This 

asset was included as a component of UPlS in the original filing on March I O ,  2014. 

The ratepayers were asked by the Company in that filing for further depreciation 

expense in rates for an asset that ratepayers have provided for over 25 times 

already. RUCO’s recommended corporate regulatory liability accounts for and 

incorporates that item into the corporate regulatory liability here. 

Does RUCO’s gross regulatory liability as shown on RUCO Schedule 4 

include the direct and corporate components just discussed as one line item 

in its recommended rate base? 

Yes. 

SUMMARY RATE BASE (“RB”) ADJUSTMENT #8 - REVERSE UNEXPENDED ClAC 

Q. Please explain RUCO summary RB adjustment #8 for unexpended 

contributions in aid of construction (“CIAC”). 

RUCO reversed the Company’s pro forma adjustment to remove unexpended ClAC 

from the CIAC balance. 

A. 
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Q. 

A. 

Q. 

A. 

What rationale does RUCO have to reverse the Company’s pro forma 

adjustment to remove unexpended CIAC? 

Until the adverse housing economy became a reality around 2007, the ClAC 

balance was whatever amount there was in the account. When the housing 

downtown hit in Arizona, many of the utility companies had enormous amounts of 

ClAC on their books that had been received from developers. The Commission 

found it to be a proper adjustment to remove any unexpended funds that were 

recorded as ClAC because nobody knew exactly how long the housing market 

would remain in the crisis that it had experienced. In RUCO’s opinion, this was at 

most a temporary type of allowed adjustment. The housing industry in Arizona has 

now stabilized. There is no need for this temporary relief any longer. Arizona 

utilities are experiencing growth again unless the utility in in a built-out situation. If 

the utility is built-out, there are not any scenarios that the utility is receiving an 

excessive amount of ClAC non-investor funds. The amounts of unexpended ClAC 

funds must vary significantly from month to month not to mention year to year. 

RUCO finds this adjustment unsupported in today’s housing market. 

Are there any other reasons that RUCO finds that its reversal of the 

Company’s adjustment is appropriate? 

Yes. The Company stated in response to RUCO DR 1.27, “The Company does not 

maintain records to track the plant accounts to which the contributions were used 

to fund.” Cash is a fungible item. It can be spent on numerous expenditures that a 
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utility encounters on a daily basis. ClAC by its very definition is non-investor 

supplied capital. NARUC’s guidelines specifically state ClAC is to be recorded as 

ClAC upon receipt and should be treated as a deduction to rate base. Just because 

the Company has not expended the funds today does not mean it will not be 

expended next week or month. The Company has an obligation to spend the funds 

when the developer provides the funds. The ratepayers should receive an offset to 

rates base especially when the Company does not maintain a separate bank 

account to keep track of those specific funds.7 

SUMMARY RATE BASE (“RBI’) ADJUSTMENT #9 - REVERSES 24-MONTHS OF 

AFUDC 

Q. Please explain RUCO summary RB adjustment #9 for 24-months of additional 

AFUDC. 

The additional 24-months of AFUDC, after the plant has been placed in service, 

that the Company requested was an optional alternative ratemaking possibility the 

Commission Staff proposed absence the approval of a System Improvement 

Benefit (“SIB”). The Company has requested both a SIB and the additional 24- 

months of AFUDC post in service plant in this case. 

A. 

The Company proposes to defer AFUDC and depreciation expense related to plant 

in service for a period of 24 months. Put another way, the Company wants to 

The Company’s response to RUCO DR # 6.03 stated, “The Company does not use a separate bank 
account to track cash received from ClAC transactions (such as hook-up fees). 

38 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Direct Testimony of Timothy J. Coley 
EPCOR Water Arizona, Inc. -Water and Wastewater Districts 
Docket No. WS-01303A-14-0010 

include, as a deferred regulatory asset, an additional return of AFUDC on its plant 

that is in service but has not yet been rate based in a rate case along with the 

associated depreciation expense. 

Q. 

A. 

Q. 

A. 

Please explain AFUDC. 

Construction work in progress (“CWIP”) is generally not included in rate base 

because it violates the used and useful principle. However, companies are allowed 

to earn a return, and include the financing cost as part of their plant that will be rate 

based in a future rate case through AFUDC. As long as plant items are included in 

construction work in progress (“CWIP”), the Company may apply an AFUDC rate 

to the CWlP account. 

Typically, utilities apply the debt and equity components of their rate of return on 

rate base approved in their last rate case decision to the CWlP balance. As soon 

as the plant goes into service, the AFUDC stops. 

Is the Company wanting to defer an additional amount of AFUDC up to 24- 

months on plant that is in service but not included in rate base. 

Yes, plus the depreciation expense up to 24 months that is generated once the 

plant goes into service. 
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Q. 

A. 

What is RUCO’s recommendation? 

Putting aside the fact that RUCO disagrees with the adoption of a SIB, RUCO 

recommends the removal of the Company’s deferred assets as shown on the 

respective RUCO Schedules 4 in adjustment #9. RUCO witness, Mr. Michlik, 

removed the amortization of the deferred assets. RUCO’s reversal of the 

Company’s deferred AFUDC resulted in decreases to the respective rate base as 

follows: 

District Amount 

Mohave Water ($ 806,861) 

Paradise Valley ($427,597) 

Sun City ($225,112) 

Tu bac ($27,978) 

Mohave Wastewater ($28,717) 

SUMMARY RATE BASE (“RB”) ADJUSTMENT # I O  - CASH WORKING CAPITAL 

Q. Is Cash Working Capital just one component of the Company’s working 

capital allowance? 

Yes, the other components of the Company’s working capital allowance are 

required bank balances, materials and supplies inventories, and prepayments. 

A. 

Q. 

A. 

What basis did the Company use for its proposed cash working capital? 

The Company’s proposed cash working capital is based on a lead-lag study. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please explain the concept of cash working capital. 

A company’s cash working capital requirement represents the amount of cash the 

company must have on hand to cover any differences in the time period between 

when revenues are received and expenses must be paid. The most accurate way 

to measure the cash working capital requirement is via a lead/lag study. The 

lead/lag study measures the actual lead and lag days attributable to the individual 

revenues and expenses. 

Did RUCO make any adjustments to the Company’s leadllag study? 

Yes. 

Does RUCO agree with the Company’s revenue lag days? 

Yes. 

Does RUCO agree with the Company’s expense lead l lag days? 

RUCO agrees with all the expense lead / lag days with the exception of the interest 

expense lag days. 

What interest expense lag days did RUCO utilize? 

RUCO utilized the standard industry lag days of 91.25 days, which assumes interest 

expense is paid semi-annually rather than the Company’s 74.50 days. 

41 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Direct Testimony of Timothy J. Coley 
EPCOR Water Arizona, Inc. -Water and Wastewater Districts 
Docket No. WS-01303A-14-0010 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Does RUCO recommend any other adjustm 

and/or expenses? 

nts t the Comp revenues 

Yes. RUCO recommends the exclusion of bad debt expense from the customer 

accounting expense. The Company’s collection days within its revenue lag days 

has already accounted for the bad debt expense in the methodology used to 

calculate its overall revenue lag days. 

What is RUCO’s rationale to support the exclusion of the bad debt expense? 

First, bad debt expense may not have been collected, but it is a non-cash expense 

outlay just like depreciation expense. Therefore, both expenses should be removed 

from the lead I lag study. Second, the book titled “Accounting for Public Utilities” 

further supports RUCO’s recommendation. See RUCO Attachment 4 for further 

supporting evidence. 

Did removing the bad debt expense from the lead / lag study increase or 

decrease the Company’s request for cash working capital? 

It increased the Company’s cash working capital as did several other of RUCO’s 

recommended adjustments. 
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Q. 

A. 

Q. 

A. 

What adjustment to the Company’s cash working capital does RUCO 

recommend utilizing RUCO’s recommended level of expenses as Mr. Michlik 

recommends? 

RUCO recommends adjustments to the Company’s requested cash working capital 

as follows: 

District Amount 

Mohave Water ($14,591) 

Paradise Valley ($ 34,825) 

Sun City ($37,140) 

Tu bac ($6,377) 

Mohave Wastewater ($10,979) 

Please explain RUCO’s recommendation to reduce the Company’s regulatory 

asset balances. 

In response to a Staff data request 12.2 revised, the Company indicated that upon 

a closer review that the following adjustments to the Company’s regulatory assets 

need to be made in its rebuttal testimony as follows: 

District Amount 

Mohave Water ($ 67,041.96) 

Paradise Valley ($351,088.39) 

Tubac ($ 55,412.07) 
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Q. 

A. 

Does this conclude your direct testimony? 

Yes, it does. 

44 



RUCO ATTACHMENT 

I 



.. .- 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 - -  

I 21 

22 
I 

i 23 

I 24 
I 

25 

26 

27 

28 

KRISTIN K. MAYES 
Chairman Arizona Corporation Commission 

GARY PIERCE D 0 C KE3-E D 
Commissioner 

SEP -1 2010 PAUL NEWMAN 

SANDRA D. KENNEDY 

BOB STUMP 

Commissioner 

Commissioner 

Commissioner 

N THE MATTER OF THE APPLICATION 

COMPANY, FOR AUTHORITY TO 
[MPLEMENT STEP ONE OF ITS ARSENIC 
COST RECOVERY MECHANISM FOR ITS 
I’UBAC WATER DISTRICT 

3 F  ARIZONA-AMERICAN WATER 

3pen Meeting 
4ugust 24 and 25,201 0 
Phoenix, Arizona 

BY THE COMMISSION: 

DOC,KET NOS. WS-01303A-02-086J 
WS-0 1303A-02-0869 
WS-01303A-02-0870 
W-01303A-05-0280 

71867 DECISION PdO. 

ORDER 

FINDINGS OF FACT 

4. Introduction 

1. Pursuant to Decision Nos. 67093, 67593, 68310, 68825, and 71410, Arizona- 

4merican Water Company (“Company” or “AAW’) filed an application on March 5, 2010, with 

he Arizona Corporation Commission (“Commission”) requesting authorization to implement 

3tq-One of the Arsenic Cost Recovery Mechanism (“ACRM”) for its Tubac Water District. 

2. The monthly surcharge per customer was established to aid the Company in its 

$forts to comply with the Environmental Protection Agency’s (“EPA”) new arsenic maximum 

:ontaminant level (“MCL”) of 10 particles per billion (“ppb”) which went into effect on 

ianuary 23,2006. 
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EUSA Trial Balance by BU (Rate) 
EPCOR USA 
Current Period: JUN-13 
Currency: USD 

TO E 

1009 
1021 
1030 
1041 
1102 
1110 
1121 
1142 
1150 
1151 
1173 
1201 
1211 
1212 
1300 
1301 
1302 
1410 
141 1 
1425 
1510 
1540 
1568 
1569 

US 01s Cheques 
General Account 
Petty Cash 
Trust Accounts 
Allowance for Doubtful Accounts 
Accrued Revenues 
Miscellaneous Receivable 
Regulatory Deferral 

HST/GST-Partial ITC (CUS) 
Due to/from SOB 
CUS Accounts Rec. 
Cash Clearing 
Charge Back Cheques 
Intracompany Rec/Pay 
Intercompany Receivables 
Intercompany Payables 
General Stock 
Inventory Contra Account 
Chemicals 
Prepaid Insurance 
Other Prepaids 
Software Intangibles 
Software Intangibles-Accurn Amort 

GST-Full ITD 

ALLOCATED TO BUS 
BU 7A FINAL BU 7A 

AZ Corporate TO 
AZ Corporate ADJUSTMENTS BE ALLOCATED 

0.00 
0.00 

-1 76,318.20 
0.00 

91,666.45 
4,802,042.99 

0.00 
8,313,153.57 
-253,431.87 

11,079.03 
248,576,807.19 
563,801,393.50 

-498,417,408.08 
0.00 
0.00 
0.00 

251,977.25 
21,439.34 

-571,917.82 

0.00 
0.00 
0.00 
0.00 

-176,318.20 
0.00 

91,666.45 
-4802042.99 0.00 

0.00 
0.00 
0.00 

8,313,153.57 
-253,431.87 

11,079.03 
248,576,807.1 9 
563,801,393.50 

-498,417,408.08 
0.00 

0.00 
0.00 
0.00 

251,977.25 
21,439.34 

-571,917.82 
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5-9 WORKtNC CAPTTAL-EUE BASE 

billed. In those cases, revenues must have the sales tax added before the comparison 
of receivables to revenues is made. Any other differences in what is included either in 
revenues or receivables should be considered before making the calculation. 

When the comparison of average daily revenues to average daily receivables is used 
to calculate the collection lag, the effects of budget billing or similar plans are already 
considered in the calculated answer. If the budget billing customer has paid more than 
the value of service received the resulting credit is reflected in the daily receivable 
balance. If the customer has paid less than the value of service received, the larger 
receivable balance is included. The effects of budget billing are therefore incorporated 
into the collection lag when the average revenue to average receivable comparison is 
made. 

Using this procedure for calculating the collection lag also eliminates the need for 
any special treatment of bad debts. The receivable balance is included until it is written 
off. When the bad debt expense item is considered, the average time frame is measured 
from when a provision for bad debts is charged to expense until it is used to reduce the 
receivable balance. This calculation is most easily made by dividing the average day’s 
expense provision for bad debts into the average balance in the reserve for bad debts. 

Figure 5-1 is an example of an exhibit filed in a rate proceeding to show the 
calculation of a lead time from the rendering of service to receipt of revenues. In the 
case presented, it should be noted that adding the service period, the reading to billing, 
and collection lags produces a revenue lag of 42.3 days. 

More detailed analyses of revenue lags by classes of customers can be made if the 
receivable balances and revenue amounts can be segregated. Normally, this has not 
been the case, however, because few companies have segregated their receivable 
balances by customer classes. As a result, a total company calculation of cash working 
capital is completed and an allocation to 

[b] Expense Lag 

[i] Operating and Maintenance Lag 
After determining the lead time from rendering service to receipt of revenues, 

determining the lag time in payment of expenses is the next step. Figure 5-2 presents 
an example of the kind of exhibit that might be presented to show the lag time from 
when services are rendered and expenses incurred until payments are made. For an 
electric company, the major expense item is fuel cost. Typically, this would be the first 
item in the exhibit. In measuring lag time in payment of the fuel expense, fuel costs 
would generally be segregated by type-coal, natural gas, oil, or nuclear. Added 
together, these items produce the total electric fuel expense. A typical fuel expense lag 
calculation is presented in Figure 5-3. In measuring lag time for each of these types of 
fuel, individual analyses of the purchases from each of the suppliers of the various 
types of fuel must be prepared. Because fuel cost is such a large percentage of total 
operating expenses and generally a limited number of suppliers of each type of fuel 
exist, all fuel invoices (for the year) generally are reviewed when measuring the 
appropriate lag from the time that the fuel was received and charged to inventory or 
burned until the time it was paid for. By weighting each of the suppliers for a particular 

<Re1 31 L I l Z O I J  Rib0161 



0 5.04[21[al ACCOUNTING FOR PUBLIC UTILITIES 

Figure 5-1 
Calculation of Number of Days 

from Service to Collection 
Line No. Description 

Total Company 
1 Service period to date meter is read 

(365 t 12 = 30.4 + 2) . . . . . . . . . . . . . . . . . . . . .  
2 Reading date to date billing is prepared . . . . . . . .  
3 Billing date to date collection is 

received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

5-8 

Number 
of Days 

15.2 
5.0 

22.1 

4 Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  42.3 - - 

The second time frame to be considered is from the meter reading date until the time 
the bill is prepared and rendered. This varies among utilities, but most companies have 
a specific schedule showing when meters are read and billings prepared. Those 
schedules are on file and maintained in an orderly fashion. Absent significant 
problems, such as delays in meter reading or billing due to strikes or computer down 
time, it is relatively simple to take the billings for 12 months (generally 20 to 22 cycles 
per month) and determine the average period from reading date to billing date. (See 
Line 2 of Figure 5-1.) 

Determination of the third period to be measured-the time from the billing date to 
the date cash collections are received-is more complicated due to the large number 
of customer payment patterns that must be analyzed. Occasionally, statistical samples 
have been selected and individual analyses prepared of a large number of customers’ 
bills for an entire historical year. However, these studies have provoked much 
discussion as to the validity of the samples, and they have consumed a significant 
amount of review and hearing time. 

The easiest way to determine the average collection lag (billing to collection) is to 
use an overall system-wide basis. This can be done if the utility either produces a daily 
accounts receivable balance or has the information to produce such a number with a 
computer used to gather the data. In some cases, this can even be done manually. Once 
the average daily balance of accounts receivable is known, dividing the daily balance 
of accounts receivable by the average daily revenues produces the average number of 
days of revenue in the average receivable balance. This number is the average 
collection lag, typically in the 18- to 30-day range. Some practitioners are concerned 
that in a period of increasing rates, such a calculation over time may tend to slightly 
understate the collection lag, because the starting receivable balance is based on 
previous lower rates, and each time rates are increased, it takes time for the receivable 
balance to reflect the new rates properly. However, the effect is typically less than one 
tenth or one fifth of a day and therefore, in most cases, it has been ignored. 

In the measurement process, the receivable balance and the average revenues must 
be presented on the same basis. Many states have a sales tax added to the revenues 
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Company 
Direct 

EXECUTIVE SUMMARY - SURREBUTTAL 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

The Residential Utility Consumer Office (“RUCO”) has reviewed EPCOR 
Water Arizona Inc.’s (‘‘EWAZ‘‘ or “Company”) rebuttal testimony and has made 
four adjustments one of which was based on additional information 
provided by the Company. I will address RUCO’s position here in 
surrebuttal testimony related to the rate base issues the Company raised 
in its rebuttal testimony. 

As in direct testimony, Mr. Jeffrey Michlik will address RUCO’s positions 
related to the Company’s rebuttal issues that apply to operating income, 
revenue requirement, and rate design testimonies. Mr. Ralph Smith will 
address the Company’s rebuttal issues related to corporate expense 
allocations. Mr. Frank Radigan will address the Company’s rebuttal 
issues related to post-test year plant and all theoretical issues pertaining 
to the Company’s over-collection of depreciation expense and RUCO’s 
regulatory liability that credits back the excess depreciation expense on a 
going forward basis. Mr. Robert Mease will address the Company’s 
rebuttal issues related to cost of capital and the System Improvement 
Benefit (“SIB”) Mechanism. 

The following are the Company and RUCO’s proposed rate base, adjusted 
operating income, and the required gross revenue increases by dollar and 
percentage amounts as filed in the respective direct, rebuttal, and 
surrebuttal testimonies for each of the five districts as shown below: 

Mohave Water District: 

Rate Base 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

$23,496,5 14 $23,562,869 $16,169,248 $16,226,202 

Adjusted Operating Income 

iii 
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Company 
Direct 

$1,972,914 

The tables below present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$1,889,415 $270,426 $247,980 

Mohave Water District (continued): 

Company 
Direct 

Required Dollar Increase in Gross Revenues 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

31.05% 

Required Percentage Increase in Gross Revenues 

29.57% 4.19% 3.82% 

Company 
Direct 

$39,380,442 

Company RUCO RUCO 
Rebuttal . Direct Surrebuttal 

$39,001,567 $35,496,554 $35,559,921 

Paradise Valley Water District: 

Company 
Direct 

$2,193,723 

Rate Base 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$2,297,022 $2,547,424 $2,642,407 

Company 
Direct 

Adjusted Operating Income 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

The following tables present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Required Dollar Increase in Gross Revenues 

iv 
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$841,337 

Company 
Direct 

8.72% 

Required Percentage Increase in Gross Revenues 

Company RUCO RUCO 
Rebuttal Direct S u rre bu tt a I 

6.08% (6.44%) 

Sun City Water District: 

(7.96%) 

Rate Base 

Company 
Rebuttal 

$26,666,676 

Company 
Direct 

$26,409,286 

RUCO RUCO 
Direct Surrebuttal 

$22,743,995 $22,395,41 I 

Adjusted Operating Income 

Company 
Direct 

Company RUCO RUCO 
Rebuttal Direct Su rre bu tta I 

Company 
Direct 

Required Dollar Increase in Gross Revenues 

Company RUCO RUCO 
Re butta I Direct Surrebuttal 

$1,606,392 

Company 
Rebuttal 

Company 
Direct 

15.65% 

Required Percentage Increase in Gross Revenues 

RUCO RUCO 
Direct Surrebuttal 

12.02% (0.03%) (0.48 %) 
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Company 
Direct 

Tubac Water District: 

Company RUCO RUCO 
Rebuttal Direct S u rre butta I 

Rate Base 

$1,607,775 $1,543,048 $1,475,945 $1,383,708 

Company 
Direct 

Adjusted Operating Income 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

($1 3 1,793) 

Company 
Direct 

The following tables present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

Required Dollar Increase in Gross Revenues 

$401,874 $280,652 $233,244 $206,070 

Required Percentage Increase in Gross Revenues 

Company 
Direct 

Company RUCO RUCO 
Rebuttal Direct S u rre bu tta I 

69.39% 

Mohave Wastewater District: 

48.46% 43.40% 

Rate Base 

38.35% 

Company 
Direct 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

vi 
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Company 
Direct 

$90,799 

Mohave Wastewater District (continued): 

Company RUCO RUCO 
Re bu tta I Direct Surrebuttal 

$94,517 $1 14,492 $1 13,304 

Adjusted Operating Income 

Company 
Direct 

$453,638 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$446,643 $254,718 $253,663 

The following tables present the required gross revenue increase by dollar 
and percentage amounts as filed by the Company and RUCO in their 
direct, rebuttal, and surrebuttal testimonies. 

Company 
Direct 

Required Dollar Increase in Gross Revenues 

Company RUCO RUCO 
Rebuttal Direct Surrebuttal 

$453,638 $446,643 $254,718 I $253,663 I 

Company 
. Direct 

42.96% 

Required Percentage Increase in Gross Revenues 

Company RUCO 
Re bu tt a I Direct 

42.30% 24.12% 

The Company is requesting a rate of return of 6.81 percent in its rebuttal 
testimony on its proposed fair value rate base (LLFVRB”) for all the five 
districts that total $96,139,774. RUCO recommends a rate of return of 
6.09 percent on its recommended FVRB of $80,033,140 for all five 
districts. 

RUCO witness, Mr. Michlik, provides testimony for RUCO’s recommended 
rate design that supports the revenue requirements that are shown above 
and on the preceding pages. 

vii 
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1. INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name for the record. 

My name is Timothy J. Coley. 

Have you previously filed testimony regarding this docket? 

Yes. I filed direct testimony in this docket on January 23, 201 5. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company's rebuttal positions, 

proposals, and comments pertaining to the adjustments RUCO 

recommended in direct testimony. In addition, my surrebuttal testimony 

will correct three formulae calculations, as presented in my direct 

testimony one of which Company witness, Mr. John F. Guastella, notated 

in his rebuttal testimony. Those three calculation updates affected the 

Mohave and Paradise Valley Water Districts. RUCO adopted a fourth 

adjustment that related to the accounting of over-collection of funds 

pertaining to the low-income programs that was recommended by 

Commission Staff and accepted by the Company. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony is no different at this phase of the proceeding 

than what was filed in my direct testimony with the exception of the three 

updated calculations and the adoption of a modified / corrected Staff 

1 



.I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Surrebuttal Testimony of Timothy J. Coley 
EPCOR Water Arizona, Inc. 
Docket No. WS-01303A-14-0010 

adjustment mentioned above. Other than that, my surrebuttal testimony 

will make a few general comments in response to Ms. Sheryl L. Hubbard 

and Mr. Guastella’s rebuttal testimonies. 

Q. 

A. 

Q. 

A. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is presented in three sections. Section I is this 

introduction. Section I1 will provide the three calculation updates plus the 

adoption of one adjustment recommended by Staff that was previously 

mentioned earlier. Section Ill is comprised of a summary of RUCO’s 

recommended rate base adjustments, general comments in response to 

EPCORs rebuttal testimony] and supporting attachments that I provide in 

response to Ms. Hubbard and Mr. Guastella’s rebuttal testimonies. 

Generally, the bulk of my reasoning and rationale for RUCO’s 

recommended rate base adjustments remains the same here in my 

surrebuttal testimony as they were presented in my direct testimony. To 

eliminate redundancies in testimony] please refer to my direct testimony 

for RUCO’s rationale for its recommended adjustments. The four updated 

RUCO adjustments will be addressed in the next section of this testimony. 

Please identify the schedules that you are sponsoring in your 

surrebuttal testimony. here, and then proceed to Section II of 

RUCO’s surrebuttal testimony. 

I am sponsoring surrebuttal schedules TJC-1 through TJC-15. 

2 
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II. RUCO’s UPDATED RATE BASE ADJUSTMENT CALCULATIONS AND 

ADOPTION OF ONE STAFF RECOMMENDED ADJUSTMENT 

Q. 

A. 

Q. 

A. 

Does RUCO have any updates to add here in its surrebuttal 

testimony calculations? 

Yes. 

Please describe the updates that RUCO would like to make here in its 

surrebuttal testimony. 

RUCO has four updated calculations to make in its surrebuttal testimony 

that corrects errant and faulty links within its direct testimony rate base 

calculations. Mr. Guastella pointed out the first of the four updates. In the 

Mohave Water District, RUCO’s regulatory liability that was setup for the 

over-collection of depreciation expense did not subtract one-year of 

amortization expense from the gross regulatory liability. That formula has 

now been corrected to net the one-year of amortization expense from the 

gross regulatory liability, which is credited back to the prospective 

depreciation expense on a going forward basis. This particular update 

applies only to the Mohave Water District and increases rate base by 

$253,023. 

The second and third updates that RUCO is making in surrebuttal apply 

only to Paradise Valley Water District. After filing direct testimony and 

schedules, RUCO identified that two signs (Le., positive and negative) 

3 
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were reversed. Those two corrections to correct the signs are reflected in 

RUCO’s surrebuttal plant schedule work papers, 

3. 

4. 

3. 

4. 

Did the two corrections above have any impact on RUCO’s 

recommended adjustments? 

Yes. 

Please explain the impact of correcting those two reversed signs. 

Since the signs were reversed on two accumulated depreciation 

adjustments, it increased one account’s accumulated depreciation balance 

while decreasing the other account’s balance by the same amount. The 

net impact to the total year-end accumulated depreciation balance was 

zero. However, one of the two corrected accounts applied to one of the 

accounts that RUCO had identified as being over-depreciated. The 

corrections increased one of the accumulated depreciation balance of 

Account 3041 00 - Structures and Improvements Supply. RUCO’s direct 

testimony identified the account had been over-depreciated by $52,549 at 

test year (”W) end. The correction increased the over-depreciated 

account by $775,326. Therefore, the correction increased RUCO’s 

regulatory liability for tracking the over-depreciated accounts by the same 

$775,326. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

If the account was already over-depreciated by $52,549 and another 

$775,326 was added to the accumulated depreciation balance, 

wouldn’t that make that account $827,875 ($52,549 + $775,326 = 

$827,875) over-depreciated? 

Yes. 

Does the Internal Revenue Service (“IRS”) rules allow for over- 

depreciation of assets? 

No nor should the Commission allow assets to be over-depreciated. If the 

Commission were to allow such activity as happened in this case, it would 

be setting dangerous precedent for all ratepayers of private and public 

investor owned utilities. It is against the IRS rules and the Commission’s 

own rules because a public utility is entitled to earn a return on and of its 

original cost of investments. A utility should not be allowed a return of 

multiple times over its original cost of investments as in this case. 

What Commission rule andlor statement prevent a utility from over- 

depreciating its investments in assets? 

Commission Staff witness, Ms. Mary J. Rimback, quoted the following rule 

from the Arizona Administrative Code (“A.A.C.”) in her direct testimony as 

follows: 
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A.A.C. R14-2-102 (A): 
(3) “Depreciation” m e a n s  a n  accounting process  which will 

permit t he  recovery of the  original cos t  of a n  a s s e t  less its 
net  sa lvage  over the  service life. 

Ms. Rimback’s findings also identified the  e x c e s s  depreciation and  s ta ted,  

“The Application submitted by the  Company shows  recoveries, through 

depreciation, many times beyond the  original cos t  of t he  asset .”  

Q. 

A. 

What is RUCO’s fourth updated surrebuttal adjustment? 

T h e  fourth RUCO updated surrebuttal adjustment is actually a new 

adjustment that  Staff recommended and  the  Company accepted.  Thus,  

RUCO h a s  adopted a modified / corrected version of it here  in the  

surrebuttal p h a s e  t o  aid in the  reduction of contentious i ssues  in this 

proceeding. The Company had originally proposed that two districts’, the  

Mohave and  S u n  City Water  Districts, with low-income programs that were  

over-collected or  over-funded be treated as regulatory liabilities similar to 

what RUCO has recommended for the  over-collection of depreciation 

expense .  Ms.  Rimback recommended in her  direct testimony that those  

over-collected funds related to the  low-income programs should not be 

treated as a regulatory liability but rather be treated as revenues and  

credited back through rates  to the ratepayers who provided the  funds to 

the  Company. RUCO adopted that adjustment but with corrections made  

to it here  to mitigate the  i ssues  a t  hearing. 
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Staff erroneously recorded the adjustment to the wrong revenue line item 

on the income statement. Both Staff and the Company recorded the 

revenue to “metered revenue,” which increases the Company’s overall 

revenue requirement. The adjustment should be made to “other 

revenues,’’ which decreases the Company’s overall revenue increase. 

The Company should have pointed-out that error to Staff in its rebuttal 

testimony. However, the Company did not do so, but RUCO has informed 

Staff of the erroneous recording of the adjustment mentioned above. Mr. 

Michlik reflects this adjustment in his surrebuttal operating income section 

of his schedules. Mr. Michlik will support RUCO’s modification at hearing 

to properly account for this adjustment accordingly. 

111. SUMMARY OF RUCO’S RECOMMENDED RATE BASE ADJUSTMENTS 

AND GENERAL COMMENTS TO COMPANY REBUTTAL TESTIMONY 

Q. 

4. 

Q. 

Are RUCO’s recommended surrebuttal rate base adjustments the 

same  in this phase of testimony a s  was in its direct testimony? 

Yes, let me provide further clarification as follows. RUCO’s recommended 

surrebuttal rate base adjustments are the same, with the exceptions as 

noted in Section I1 of this testimony, as the adjustments provided in 

RUCO’s direct testimony. 

Since you have explained the differences in Section l l  of this 

testimony between what RUCO filed in its direct and surrebuttal 
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A. 

testimonies, is there any real need to duplicate your rationale, 

reasoning, and description of your adjustments here? 

No. The direct testimony speaks for both RUCO’s direct and surrebuttal 

testimonies. My executive summary in this testimony also provides the 

components for RUCO’s recommended revenue requirements such as 1) 

rate base, 2) adjusted operating income, 3) required dollar and percentage 

increase/(decrease) in gross revenue, and the 4) rate of return for each of 

the five districts filed in this case. RUCO’s recommended rate of return 

multiplied by RUCO’s recommended rate base equals RUCO’s 

recommended operating income for each of the five districts filed in this 

docket. However, RUCO would like to make some closing comments and 

provide supporting evidential attachments in response to Ms. Hubbard and 

Mr. Guastella’s rebuttal testimonies. The comments and attachments will 

pertain to two areas as follows: 

1. The numerous abnormal debit accumulated depreciation 

balances (Le., phantom assets) that exists in each of the 

five districts as filed by the Company in this proceeding; 

and 

2. The exorbitant or excessive over-depreciation of certain 

groups of assets in each of the districts, with the 

exception of the Mohave Wastewater District, and the 

millions of dollars of over-depreciation in the allocated 

corporate plant. 
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It is imperative to make a clear distinction between the abnormal debit 

accumulated depreciation (“ND”) balances and the excess credit N D  

balances. 

Q. 

4. 

Q. 

4. 

First, please describe the events that have caused the abnormal 

debit A/D balances found in each of the five districts in this case. 

RUCO’s research and analysis identified three reasons that led to the 

debit AID balances as follows: 

1. Early retirements caused most of Mohave Wastewater 

District’s debit N D  balances, which will be discussed in 

more detail later; 

2. Improper accounting when retiring a group of assets from 

non-depreciable accounts; and 

3. Improper accounting when making transfers of assets 

from one account to another. 

Have the abnormal accumulated depreciation balances to which you 

refer been an issue in prior cases for this Company or its 

predecessor AZ-AM? 

It appears they have. Please see RUCO Surrebuttal Attachment 1. This 

attachment consists of two Motions from a prior rate case to extend the 

time to file testimony. Staff stated in its Motion the following, “Some of the 
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plant values in question are significant and could have a dramatic impact 

on the revenue requirement” at lines 27-28. 

In RUCO’s opinion, the only abnormal or debit A/D balances in any of the 

five districts that are contentious in nature are the Mohave Wastewater 

District’s, which I will discuss next. The remaining debit AID balances 

should be reset to zero due to accounting errors as mentioned above 

earlier. 

Q. 

A. 

Isn’t abnormal or debit A/D balances plausible whenever large 

retirements are made early in an asset’s average serviceable life as 

the Company pointed out in its rebuttal testimonies? 

Yes, that is true in circumstances when an asset is a depreciable asset. It 

is also true if some extraordinary retirement took place early in an assets 

life, but it is odd to have an entire district’s A/D balance result in an 

abnormal debit balance as happened in the Mohave Wastewater District. 

That particular scenario is shown in RUCO Surrebuttal Attachment 2 in the 

“Accum. Deprec.” column on line 34 for $20,461. If the Company had filed 

a rate Application for the Mohave Wastewater District using a test-year 

ending December 31 , 2008, the Company’s first two-lines on Schedule B- 

1 would have reflected the following: 

10 
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Gross Utility Plant in Service $6,821,733 

Less: 
Accumulated Depreciation 

Net Utility Plant in Service 

I$ 20,461) 

$6.842.1 94 

The results above would have immediately set off red flags in every 

direction to any rate analyst. The utility industry, particularly the water and 

wastewater industry,l requires significant investment to generate a dollar 

of revenue. Therefore, depreciation expense is one of if not the largest 

expense found on the income statement of utilities due to the capital- 

intensive nature of the utility industry. In the actual scenario provided 

above, the district’s overall accumulated depreciation balance has a debit 

or abnormal balance. Then, 21-months later in September 2010, 

retirements again resulted in a near overall debit A/D balance again as 

shown in RUCO Surrebuttal Attachment 3. In my 20 plus years of being a 

utility rate analyst, I have never come across a situation where the overall 

accumulated depreciation balance carried a debit balance. I would 

challenge all involved in this case for a similar scenario of where a private 

or publicly owned utility carrying a debit accumulated depreciation 

balance. Rather than the accumulated depreciation balance being a 

reduction to the utility plant in service (“UPISI’), the abnormal debit balance 

in AID in this case is an addition to UPIS. This is not ordinary. It should 

i The water and wastewater industry requires the most capital investment than any other utility 
ndustry to generate $1 of revenue. 
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raise questions as to “how” and “why” this N D  balance resulted in an 

overall abnormal debit balance. The Company’s response to these types 

of DR questions was generally either it was due to early retirements or it 

was approved in the last rate case. I will provide the results of my 

research and analysis into this matter later in my testimony. 

Another extraordinary occurrence in the Mohave Wastewater District is the 

number of significant retirements that have been made over an 

approximate twelve-year time span as indicated in my research and 

RUCO data request (“DR”) and response to DR 31.01. Those numerous 

retirement events begs the question of, is the Company properly planning 

and constructing plant in a wise manner to meet the needs of its 

ratepayers in its original planning stages? It also raises another question, 

should the ratepayer be obligated to provide recovery of an investment 

repeatedly because of improper planning on the Company’s behalf? I 

presume not as my recommended adjustment to the Mohave Wastewater 

District indicates. 

In response to RUCO DR 31.01, which is shown as RUCO Surrebuttal 

Attachment 4, one of the extraordinary retirements was related to water / 

storm flood damage. One would presume the Company would have 

insurance to protect their assets against any such event particularly when 

the Company is in the water and wastewater business. A follow-up DR 

12 
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has been issued requesting if the storm-damaged assets were covered by 

some type of general / property insurance coverage. We are aware that 

the Company has some type of insurance from their Schedule C- I  at line 

25, which indicates expenses for property insurance. At the time this was 

written, RUCO has not received a follow-up response to the DR 

mentioned earlier or is unaware of its receipt. 

Q. 

A. 

The majority, at least from a dollar perspective, of the remaining debit A/D 

balances found in the other districts is due to improper accounting or 

early-retired computer equipment that ratepayers should not be obligated 

due to bad procurement decision-making. 

Please provide examples in this docket where an accounting error 

created an abnormal debit A/D balance. 

Please see RUCO Surrebuttal Attachment 5 as this exhibit illustrates how 

a $3M debit N D  balance was created through improper accounting for an 

asset transfer from one account to another. This particular debit balance 

resided on the Company’s Paradise Valley Water District’s books. 

As Attachment 5 shows in year 2006 at line 39, the Company transferred 

$2,981,428 of assets from one account to others and debited the 

depreciation balance for the same amount for $2,981,428. This is simply 

improper accounting for transfers of assets. Please take note that this 

13 
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Q. 

A. 

attachment reflects a zero depreciation rate for the account from which the 

assets were transferred. Thus, there is no A/D to transfer. The 

Company’s accounting treats the asset transfer as if it were a retirement. 

That is wrong. There is no entry to A/D whenever an asset is non- 

depreciable or has a zero depreciation rate. This is further illustrated in 

RUCO’s next example. 

This example is also reflected in the same RUCO Surrebuttal Attachment 

5 in the first account titled iiOrganization.” The attachment shows a non- 

depreciable Organization account with a zero depreciation rate with a 

plant value of $15,350 but with a debit A/D balance of $477,338 in year 

2004. The debit AID balance is an addition to rate base whereas a normal 

credit A/D balance is a reduction to rate base. This account is also non- 

depreciable and should not have any depreciation associated with it. Yet, 

it reflects a $477,338 debit A/D balance; the Company has created a 

$492,688 phantom asset from a plant balance with only a $15,350 

balance. These debit balances in A/D are simply wrong and must be reset 

to zero and written-off to the Company’s acquisition premium. 

Did Commission Staff recommend similar adjustments to the debit 

AID balances in this docket? 

Yes. The Company has been earning a return on these phantom assets 

for at least a decade and maybe two decades. No parties to this case can 

14 
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specifically identify the origination date of these phantom asset balances. 

The attachment clearly shows they have existed at least since 2004. My 

research identified other debit A/D balances, albeit smaller amounts, 

existing back as far as 1997. It is now time to correct these errors and 

phantom assets by resetting the debit A/D balances to zero. 

Q. 

A. 

Please address the second issue that relates to the N D  balanc-s. 

The second A/D issue is excessive credit A/D balances, which reflect 

over-depreciation of the Company’s assets. This was another astonishing 

finding related to this case. In the Company’s original filing, the amount of 

over-recovery of depreciation expense is approximately $7M2 through the 

period ending when a Commission Decision in this matter is presumed to 

be rendered (i.e., June 30, 2015). Following are a few examples that I will 

provide in the table below that extracts two account’s utility plant in service 

4, and A/D balances as filed in its Revised Rate Application on October 

2014: 

Mohave Water District 

Rounded to nearest million dollars. 
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Plant in Service Accumulated Depreciation 

$976,24 1 $3,021,077 

Sun City Water District 

For the Mohave Water District, the preceding tables show the Company 

over-depreciated and collected depreciation expense in ratepayers’ base 

rates over 8 times or $709,706 on the same group of assets. For the Sun 

City Water District, the preceding tables show the Company over- 

depreciated and collected depreciation expense in ratepayers’ base rates 

over 3 times or $2,044,836 on the same group of assets. 

A third example of over-depreciated assets is shown in RUCO Surrebuttal 

Attachment 6, which is the final iteration of the Company’s AZ-Corporate 

plant schedules filed on October 14, 2014 less a proposed Company 

retirement made in January 2012.3 This attachment reflects that the 

Computer Software account is over-depreciated by $3,131,770 

($4,971,450 - $1,839,680 = $3,131,770). This is allocated plant and thus 

each district within the EPCOR system receives a portion of both plant 

and A/D balances as shown in this attachment. The five districts filed in 

this case are apportioned approximately 30 percent of those balances in 

this case. 

The Company proposed January 2012 retirements is ignored here in recognizing the real 
mpacts that all EPCOR ratepayers actually realize today in their rates. 
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Q. 

A. 

Q. 

A. 

Was the Company requesting additional depreciation on these over- 

depreciated assets in its original and revised rate Applications? 

Yes. The Company had requested further over-recovery of depreciation 

expense in both its original and revised rate Application filings beyond the 

$7M that has been over-recovered once the Commission authorizes new 

rates in this proceeding presumed to be June 30, 2015. In EPCOR’s 

rebuttal testimony, the Company agreed “that additional depreciation 

expense should not be computed on groups of assets where the net book 

value, that is the plant balance less the accumulated depreciation balance 

is less than or equal to $0.’’ However, the Company did not take that 

position until after both RUCO and Staff recommended against any further 

recovery of depreciation expense in our direct testimonies. Those plant 

accounts were fully depreciated and in many instances for several years 

and in some cases a decade or more ago. 

You mentioned earlier that the Company proposed some retirements 

to the AZ-Corporate allocable plant. Why did the Company record 

the retirements on January 2012? 

The reason the Company proposed the retirements arose from RUCO DR 

8.01 and 8.03, which the response to RUCO DR 8.03 is provided here as 

RUCO Surrebuttal Attachment 7. That attachment stated, “The items on 

the attachment designated with a superscript “l” will be retired and 

removed from the corporate plant total and accumulated depreciation as 
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Q. 

A. 

Q. 

A. 

of 6/30/2013.” Other than mitigating the over-depreciation that is currently 

taking place in prior and present rates, the Company’s plant schedules 

reflect the proposed retirements when EPCOR took over from its 

predecessor AZ-AM. RUCO’s plant schedules do not recognize the 

retirements being made in January 2012 but rather at TY end June 30, 

2013 as the DR response indicated. 

What adjustments did RUCO make in resolving the exorbitant over- 

depreciation of several groups of assets? 

RUCO’s adjustment to account for the over-depreciated groups of assets 

is two-pronged. First, RUCO debited the A/D balances that were in 

excess of the group assets’ book value, which were over-depreciated. 

Secondly, to adhere to the concept of double-entry accounting, RUCO 

setup a regulatory liability for the same a m ~ u n t . ~  That amount was 

debited to A/D and credited to the regulatory liability for the same amount. 

That accounting methodology adheres to the concept that all debits must 

have an equal corresponding amount of credits. 

Did Commission Staff recommend a similar adjustment? 

Partially. Staff made the first part of the adjustment that RUCO mentioned 

earlier. Staff debited the A/D balances by the amounts that were in 

In addition, an amount was added that would be collected by the Company in depreciation 
expense through the period of June 30,2015. 
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excess of the group assets’ original cost. However, Staff did not setup a 

regulatory liability to credit the depreciation expense back on a going 

forward basis for the over-collected and booked depreciation expense. 

Largely, the second part of RUCO’s adjustment, in addition to the post 

test-year plant disallowances, is the difference in RUCO and Staffs 

revenue requirements. RUCO’s engineering consultant, Mr. Radigan, has 

and will address any theoretical issues arising from the depreciation 

adjustments from a theoretical standpoint. 

Q. 

4. 

Are there 

here? 

Yes. R l  

any other issues that RUCO would like to bring forward 

CO’s rate base adjustment that reverses the Company’s 

unexpended Contributions in Aid of Construction (IlCIAC”) is further 

predicated on the Company’s own ClAC Policy and is attached here as 

RUCO Surrebuttal Attachment 8. The Company’s ClAC Policy states the 

following: 

Utility plant funded by and/or assigned as CIAC or AIAC, will 
be treated as a reduction to Rafe Base and will not be 
recouped through customer rates. CIACIAIAC will be 
depreciatedlamortized in accordance with regulatory 
requirements. 

RUCO believes that statement alone substantiates the fact that all non- 

investor supplied capital should be treated as a reduction to rate base. 

This has been a longstanding principle that has long been taught in the 
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rate schools that I have attended over the years. It was not until a past 

Commissioner amended a Recommended Opinion and Order in the last 

Bella Vista case that the fungible cash item received as CIAC was allowed 

to be treated as the Company proposed. RUCO believes that it is bad 

public policy to not account for non-investor supplied capital as a reduction 

to rate base. Due to cash being a fungible asset item and practically 

impossible to track every individual dollar for dollar of what it actually 

funds. Non-investor supplied capital can be used on any expense or 

capitalized item that the Company desires. Therefore, all CIAC, expended 

or not, should be a reduction to rate base. 

Q. 

4. 

Q. 

A. 

Are RUCO’s surrebuttal revenue requirement schedules attached to 

your testimony? 

No. 

the close of Mr. Michlik‘s surrebuttal testimony. 

RUCO’s surrebuttal revenue requirement schedules are attached at 

Does this conclude your surrebuttal testimony? 

Yes, it does. 
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The Residential Utility Consumer Office (”RUCO”) hereby requests an extension of 

me to file its Direct Required Revenue Testimony in the above-referenced matter for one 

leek until March 1,2010. The testimony is currently scheduled to be filed on February 22, 

1010. 

In this matter there has been a considerable amount of discovery requests on 

;sues which have required an inordinate amount of analysis. RUCO has been diligent 

Ind working hard on this case, but needs the extra time to analyze all of the issues and 

repare its direct revenue testimony. Despite the fact that RUCO has been fervent in 

rying to meet the deadline, at this point it is clear that the extra time is necessary given the 

!xpansive discovery required in this case. RUCO makes this motion in good faith and not 

3r the purpose of delay. 

RUCO’s counsel has contacted counsel for the Company who does not object to 

he one week continuance. RUCO has also contacted counsel for Staff and counsel for 

he Anthem Community Council, who have no objection to extending the filing date for one 

veek to March 1, 201 0, provided the extension applies to them. 
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pdated information, even as of late today, and more information fiom the Company is still 

iticipated. 

Staff conditions its request for a one-week extension only on its presumption that the 

:ompany will expeditiously provide the information still needed to complete its testimony in this 

ase. If for some unknown reason, the Company does not provide the information in a timely 

lanner, Staff may have to request additional time. 

Staff has spoken to both RUCO and the Company and Staff is authorized to represent that 

either objects to the extension of time Staff requests. The Company's counsel indicated, however, 

iat it believes the remainder of the schedule will need to be revisited and its consent is predicated 

pon the p d e s  discussing some alternative dates for the remainder of the schedule and presenting 

nose to the ALJ once agreement is reached. Staff has indicated to the Company's counsel that it will 

- Dee to participate in such discussions for the purpose of adjusting the remainder of the procedural 

chedule as the parties believe necessary. 

WHEREFORE, the Utilities Division Staff respectfilly requests a week extension of time to 

ile its direct testimony in this case. 

RESPECTFULLY SUBMITTED this 26'' day of February 2010. 

1- Maureen A. Scott, Senior Sta Counse 
Robin R. Mitcheli, Attorney 
Legal Division 
~rFzona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Original and thirteen (1 3) copies 
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26 day of February 2010 with: 

Docket Control 
Arizona Corporation Comnission 
1200 West Washington Street 
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2 



1 

2 

3 

4 

S 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

15 

2c 

21 

2: 

2: 

21 

21 

2( 

2' 

21 

:o ies of the foregoing mailed this 
.6 day of February 2010 to: 

homas H. Campbell 
Aichael T. Hallam 
.ewis and Roca LLP 
,O North Central Avenue, Suite 1900 
'hoenix, Arizona 85004 
Ittomeys for Arizona-American Water Co. 

tR 

udith M. Dworkin 
jacks Tierney PA 
1250 North Drirhvater Blvd, 4* Floor 
kottsdale, Arizona 8525 1-3693 
Ittomey for Anthem Community Council 

-awence V. Robertson, Jr. 
'ost Office Box 1448 
rubac, Arizona 85646-1448 
Ittomey for Anthem Community Council 

,any Woods, President 
'roperty Owners and Residents Association 
13815 East Camino Del Sol 
Sun City West, Arizona 85375 

f7.R. Hansen 
12302 West Swallow Drive 
Sun City, Arizona 85375 

3reg Patterson 
3 16 West Adams, Suite 3 
?hoenix, Arizona 85007 
4ttomey for LWAA 

Bradley J.  Herrema 
Brownstein Hyatt Farber Schreck, LLP 
21 East Carrillo Street 
Santa Barbara, California 93 101 
Attorneys for Anthem Golf and Country Ciub 

3 



RUCO 

SURREBUTTAL 

ATTACHMENT 2 



a 

H 

1 

1 

1 
i 



RUCO 

SURREBUTTAL 

ATTACHMENT 3 



I 



RUCO 

SURREBUTTAL 

ATTACHMENT 4 



COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 31.01 Page 1 of 3 

Q: Mohave Wastewater District‘s Retirements - During the course of this rate 
proceeding, RUCO identified that the Company or its predecessor, AZ-AM, 
recorded significant retirements from plant in service since year 2001 in the 
Mohave Wastewater District. Please identify separately the causes and reasons 
that led the Company to retire the plant in the following periods as follows: 

a) 2001 - Retirement of $139,838 (month N/A); 
b) 2004 - Retirement of $233,752 (month N/A); 
c) December 2008 - Retirement of $470,383; 
d) September 201 0 - Retirement of $352,213; and 
e) June 201 2 - Retirement of $48,793. 

A: In accordance with Utility Plant Instructions, EPCOR (“the company”) charges the 
book cost of all retired property in its entirety to the accumulated depreciation of 
Utility Plant in Service (NARUC account 108). The amounts above were treated 
as such for regulatory accounting purposes. The causes and reasons that led the 
Company to retire the plant are as follows: 

a) The Company notes that the asset retirement mentioned herein was 
recorded in 2001 and there have been at least 2 rate case applications 
and Commission Decisions since that time which have authorized plant in 
service in the respective test years. As such, this request is outside the 
scope of this proceeding. 

It should be also noted that in Decision No. 69440, dated May 1, 2007, the 
Commission adopted the Company’s Net Plant in Service amount for the 
Mohave Wastewater District of $2,595,635, which was also accepted by 
Commission Staff in its post hearing schedules. RUCO, its post hearing 
schedules, proposed a Net Plant in Service amount of $2,587,086. In 
addition, based on its review of the Company’s filing, RUCO, in its direct 
testimony, indicated that, for purposes of its review, it had ‘I started with 
the last Commission approved balance and reconstructed all plant 

Continued to next page ..... 
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additions, retirements, adjustments, and transfers at the approved 
depreciation rates.” Coley Direct Testimony at 5 (Docket No. 06-001 4). 

b) The Company notes that the asset retirement mentioned herein was 
recorded in 2004 and there have been at least 2 rate case applications 
and Commission Decisions since that time which have authorized plant in 
service in the respective test years. As such, this request is outside the 
scope of this proceeding. 

It should be noted that in Decision No. 69440, dated May 1, 2007, the 
Commission adopted the Company’s Net Plant in Service amount for the 
Mohave Wastewater District of $2,595,635, which was also accepted by 
Commission Staff in its post hearing schedules. RUCO, its post hearing 
schedules, proposed a Net Plant in Service amount of $2,587,086. In 
addition, based on its review of the Company’s filing, RUCO, in its direct 
testimony, indicated that, for purposes of its review, it had “started with the 
last Commission approved balance and reconstructed all plant additions, 
retirements, adjustments, and transfers at the approved depreciation 
rates.” Coley Direct Testimony at 5 (Docket No. 06-0014). 

c) In December 2008, $467,154 was retired from NARUC account 380100 
WW Treatment and Disposal Equipment Sediment Tanks, $1,370 was 
retired from NARUC 380300 Treatment and Disposal Equipment Sludge 
Filtration, and $1,859 was retired from NARUC 380500 Treatment and 
Disposal Equipment Chemical Treatment Plant. The facility was owned by 
Arizona American Water at the time. 

The total of these disposals ($470,383) relate to a single retirement event. 
During 2008, Mohave Wastewater expanded the Wishing Well 
Wastewater treatment plant, and removed/demolished sections of the 
existing plant to expand and upgrade the plant to its current standards and 
capacity. 

Continued on next page.. 
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d) In September 2010, $291,773 was retired from NARUC account 380625 
WW Transmission Equipment General Treatment, $47,033 was retired 
from NARUC 3554400 WW Power Generating Equipment, $1,267 was 
retired from NARUC 380000 WW Treatment and Disposal Equipment, 
$749 was retired from NARUC 3801 00 Treatment and Disposal 
Equipment Sediment Tanks, $693 was retired from NARUC 394000 WW 
Laboratory Equipment, and $1 0,698 was retired from NARUC account 
397000 WW Miscellaneous Equipment. The facility was owned by Arizona 
American Water at the time. 

' 

The total of these disposals ($352,213) relate to a single retirement event. 
EPCOR investigation of documents and files available from American 
Water leads the Company to understand the cause as follows; In February 
2010, a storm flooded the Mohave Wastewater facility. The flood damaged 
or destroyed blower and electrical components contained in the NARUC 
accounts described. The Company notes that asset additions (to replace 
the damaged assets) from February 2010 to December 2010 totaled 
$902,730 in the Mohave Wastewater Facility. 

e) In June 2012 $48,793 was retired from NARUC account 361 100, WW 
Collecting Mains. This was caused by manholes being replaced before 
their useful lives (50 years) had been reached. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-I 4-001 0 

Response provided by: Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 8.03 ( I ”  Supplemental) 

Q: 

A: 

Can you please provide an individual, asset by asset, listing of all corporate assets 
included in each account description? (Ex. 340100, 340300, etc.) An account 
listing is included on the attachment. Please include laboratory equipment in this 
request because that account was not added until 201 1 (Le., RUCO’s Attachment 
1 is a 2010 copy of a Company’s response, which excluded laboratory equipment, 
to data request 1.52). 

Please refer to the original response to RUCO 8.03. The retirements and 
adjustments to accumulated depreciation by account and by district for corporate 
plant are included in the attachment “RUCO 8.03 - 1 st Supplemental Retirements 
and AD adjustments 8-29-1 4.xlsx”. The adjustment to corporate plant of 
$2,100,929.01 and the adjustment to accumulated depreciation of $4,119,170.19 
will be reflected as of 6/30/2013 and will impact the following districts in the 
following amounts: 

Plant in Service Accumulated Depreciation 
Mohave Waste Water $ 18,488.1 8 $ 54,736.87 
Mohave Water $ 205,891 -04 $609,569.72 
Paradise Valley $ 62,817.78 $1 85,980.97 
Sun City $299,592.48 $886,986.14 
Tubac $ 7,773.44 $ 23,014.37 
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Title: Contributions in Aid of Construction (CIAC) and Advances 
in Aid of Construction (AIAC) Policy 

Area: Finance / Accounting 
Functional 

Policy 

Number: fi n ~ a c c ~ g e n ~ p o ~ 0 6 ~ C I A C - A I A C p o ~ 2 0 0 8 ~ 1 0 ~ 2 2  

SCOPE 
This policy applies to EPCOR Water USA. 

POLICY STATEMENT 
Business Objective: The objective of this policy is to ensure the accurate accounting and 
reporting for Contributions in Aid of Construction (“CIAC’J and Advances in Aid of 
Construction (“AIAC’J, in accordance with industry specific guidance] which is in 
accordance with United States’ Generally Accepted Accounting Principles (“GAAP”). 

Statement: ClAC and AlAC will be recorded by EPCOR Water USA, based upon the 
provisions of the Developer agreement that the contributions/advances originated from. 
Developer payments and infrastructure assignments will be accounted for as CIAC, 
unless the agreement dictates a full or partial refund of the cash received and/or 
infrastructure assigned. When a developer agreement contains a refund condition, the 
cash received and/or infrastructure assigned will be accounted for as AlAC and 
subsequently refunded to the developer, in the manner dictated by the agreement. Utitky 

m * n  tu me 
tbe 

d e p r e ~ ~ t W a m ~  in accordance wlfh 

platla funded by and/or assigned as CIAC or MAC, Will be 
Base and wit1 not be recouped through customer rates. CI 

ufatory rq&etm&s, 

ClAC and AlAC will be paid or assigned to EPCOR Water USA, as dictated by the 
developer agreement. The execution of a developer agreement will commence only 
when the proper ClAC or AIAC have been received. Exceptions will be permitted in 
instances when mandated by a jurisdiction’s regulatory authority as described in the 
CIAC/AIAC practice. A developer agreement funded by ClAC or AlAC will be reconciled, 
upon its completion, to determine whether the incurred costs of construction exceeded 
or fell short of the developer’s contribution/advance. Reconciled differences will be 
reimbursed or refunded, in accordance with the agreement. Decisions to fund above and 
beyond the requirements of a developer agreement (e.g. over-sizing a pipe to benefit the 
overall hydraulics of a water distribution system) will be approved in accordance with the 
Capital Investment Management (“CIM”) Policy and Practice. 

A developer agreement funded by AlAC will require EPCOR Water to refund a portion 
of, or the full advance, over a period of time specified in the agreement (e.g. as new 
customers begin to access water service). Refund payments will be processed in 



accordance with the Line Extension Agreement and company disbursement policy, and 
will be distributed once the newly constructed/assigned infrastructure has been placed in 
service. Upon the expiration of a developer agreement, any remaining AlAC balance that 
has not yet been refunded, will become a contribution to EPCOR Water and reclassified 
to CIAC. 

M ON IT OR1 NG 
The responsibility of monitoring the compliance with and the consistent application of the 
subject matter set forth within this policy will be assigned to the Capital Assets, Finance, 
and Accounting Teams. 

REPORTlNGlMETRlCS . 

Metrics used to evaluate the accuracy of the Company’s ClAC and AlAC transactions 
and balances include general ledger to subsidiary ledger reconciliations performed by 
the Capital Assets Team. 

CONSEQUENCE OF NON-COMPLIANCE 
Any employee who violates or circumvents this policy may be subject to disciplinary 
action up to and including termination. 

REFERENCES 
The following references are in support of the subject matter set forth within this policy: 

Capital Investment Management Policy (pending) 
Capital Investment Management Practice (pending) 
ClAC & AlAC Practice (pending) 
Refund/Company disbursement Practice 

DEFINITIONS 
Accumulated Depreciation (Amortization) --- Depreciation (amortization) expense 

that has been previously incurred on a tangible (intangible) capital asset, up through the 
present time. 

Advances in Aid of Construction (“AIAC”) --- Cash payments or infrastructure 
assignments (plant, property, services, etc.), provided from a third-party as part of a 
Developer agreement, required to be refunded in a manner dictated by the agreement. 

Allowance for Funds Used During Construction (“AFUDC’Y --- A non-cash credit to 
income and a corresponding debit to Construction Work in Progress (“CWlP’?, resulting 
in current-period income and representing the cost of borrowed funds and a return on 
equity on funds devoted to a utility’s investment in CWIP. 

Amorfization --- The process of distributing the cost of an intangible capital asset over 
its estimated Useful Life. 

Contributions in Aid of Construction (“CIAC’Y --- Cash payments or infrastructure 
assignments (plant, property, services, etc.), provided from a third-party as part of a 
Developer agreement, representing a permanent infusion of capital, not required to be 
refunded. 

Construction Work in Progress (I‘CWIP’Y --- A temporary holding account used to 
collect expenditures incurred during the design and construction of capital assets. CWlP 
expenditures are eventually capitalized and then Depreciated or Amortized, once the 
asset is placed in service. 

Depreciation --- The process of distributing the cost of a tangible capital asset over its 
estimated Useful Life. 



Developer --- A third-party engaged in an agreement with the Company which involves 
the permanent or temporary contribution or advance of cash or infrastructure, necessary 
to extend service to new areas. 

Rate Base --- A utility’s total investment in those facilities used and useful in providing 
service. A rate of return is applied to a utility’s rate base to obtain the level of earnings at 
which the utility should be able to successfully operate. The main components of rate 
base include Utility Plant (net of Accumulated Depreciation and Arnorfizafion), Allowance 
for Funds Used During Construction (“AFUDC”) and Construction Work in Progress 
(‘%W/P’?; components vary depending on the jurisdiction’s regulatory authority. 
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